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A  POSSIBLE  PROTOCOL  TO  THE  BERNE 

CONVENTION 


THURSDAY,  APRIL  29,  1993 

House  of  Representatives 
Subcommittee  on  Intellectual  Property 

AND  Judicial  Administration, 
Committee  on  the  Judiciary, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  notice,  at  10:04  a.m.,  in  room 
2237,  Rayburn  House  Office  Building,  Hon.  William  J.  Hughes 
(chairman  of  the  subcommittee)  presiding. 

Present:  Representative  William  J.  Hughes,  Jack  Reed,  Carlos  J. 
Moorhead,  Howard  Coble,  Hamilton  Fish,  Jr.,  and  F.  James 
Sensenbrenner,  Jr. 

Also  present:  Hay  den  W.  Gregory,  counsel;  William  F.  Patry,  as- 
sistant counsel;  Veronica  L.  Eligan,  secretary;  and  Thomas  E. 
Mooney,  minority  counsel. 

OPENING  STATEMENT  OF  CHAIRMAN  HUGHES 

Mr.  Hughes.  The  Subcommittee  on  Intellectual  Property  and 
Judicial  Administration  will  come  to  order. 

The  Chair  has  received  a  request  to  cover  this  hearing  in  whole 
or  in  part  by  television  broadcast,  radio  broadcast,  and  still  photog- 
raphy or  by  other  similar  methods  of  coverage.  In  accordance  with 
committee  rule  5(a),  permission  will  be  granted  unless  there  is  ob- 
jection. Is  there  objection? 

[No  response.] 

Mr.  Hughes.  Permission  will  be  granted. 

Good  morning  and  welcome  to  the  subcommittee's  oversight 
hearing  on  developments  in  international  copyright  law.  On  March 
25,  the  subcommittee  held  a  hearing  on  performers'  rights  and  per- 
formance rights  in  sound  recordings. 

Most  of  the  testimony  at  that  particular  hearing  concerned  new 
digital  methods  of  delivering  music  and  sound  recordings,  prin- 
cipally by  digital  audio  cable,  but  also  in  the  future  by  digital  over- 
the-air  broadcasting.  The  Recording  Industry  Association  of  Amer- 
ica made  the  argument  that  digital  delivery  should  be  viewed  less 
as  a  performance  in  the  traditional  copyright  sense  and  more  like 
a  distribution  or  reproduction. 

Also  last  month,  the  World  Intellectual  Property  Organization, 
WIPO,  hosted  a  3-day  symposium  at  Harvard  University  on  the 
ways  digital  technology  is  likely  to  impact  on  copyright  and  neigh- 
boring rights  regimes.  Speakers  from  countries  across  the  world 
representing  the  record,  music,   audiovisual,   software,   and  book 

(1) 


publishing  industries  noted  that  digital  delivery  services  are  capa- 
ble of  transmitting  all  of  their  works  in  a  sequence  of  ones  and  ze- 
roes. 

This  sequence  does  not  distinguish  between  the  types  of  work 
being  transmitted.  In  a  reversal  of  a  famous  adage,  "the  medium 
is  not  the  message." 

The  great  leveling  effect  of  digital  technology,  reducing  all  works 
to  ones  and  zeroes,  may  have  important  consequences  for  copyright 
laws  that  are  based  on  traditional  distribution  mechanisms  and 
traditional  media,  such  as  print-based  books  and  vinyl  records,  just 
to  name  a  couple. 

In  June  of  this  year  the  World  Intellectual  Property  Organization 
will  convene  a  third  committee  of  experts  meeting  on  a  possible 

f)rotocol  to  the  Berne  Convention  in  order  to  address  these  techno- 
ogical  innovations  and  other  very  important  issues. 

The  distribution  right  is  one  of  the  topics  to  be  covered  at  the 
June  WIPO  meeting.  In  order  to  stay  ahead  of  the  curve  and  to  en- 
sure that  the  subcommittee  is  in  at  the  ground  floor  of  any  inter- 
national developments  that  may  require  changes  in  U.S.  law,  the 
subcommittee  will  hear  testimony  today  from  witnesses  on  the 
WIPO  distribution  rights  proposals. 

I  urge  the  witnesses  to  go  beyond  the  text  of  the  WIPO  document 
and  address  the  larger  technological  and  policy  concerns  raised  by 
new  methods  of  distribution.  For  example,  should  there  be  a  new 
right  of  digital  delivery  instead  of  relying  on  the  traditional  com- 
partmentalized rights  of  reproduction,  distribution,  and  public  per- 
formance? 

How  do  we  address  computer-generated  multimedia  works  in  a 
copyright  act  that  is  also  based  on  compartmentalized  classes  of 
subject  matter,  such  as  literary  works  and  audiovisual  works? 

These  and  other  questions  are  very  important  as  we  look  to  the 
U.S.  position  on  these  issues  and  the  important  conference  that  is 
being  convened  in  June. 

I  look  forward  to  exploring  these  and  other  issues  with  today's 
witnesses  and  with  the  witnesses  at  our  next  hearing,  to  be  held, 
as  you  may  know,  on  May  27. 

The  Chair  recognizes  the  distinguished  ranking  Republican  from 
California,  Mr.  Moorhead. 

Mr.  Moorhead.  Thank  you,  Mr.  Chairman.  I  would  like  to  com- 
mend you  for  scheduling  these  important  hearings.  The  Berne 
Treaty  is  the  instrument  governing  international  copyright  law. 
Implementing  legislation  that  led  to  our  joining  the  Berne  Conven- 
tion in  1988  was  probably  the  most  significant  copyright  legislation 
processed  by  this  subcommittee  this  century.  When  we  joined  in 
1988  there  were  77  member  countries.  Today  there  are  95. 

The  United  States  is  the  world's  largest  exporter  of  copyrighted 
work.  America's  creativity  is  the  most  sought  after  around  the 
world.  In  1990  we  exported  over  $34  billion  in  foreign  sales.  Be- 
tween 1970  and  1990  employment  in  copyright-based  industries  in 
the  United  States,  such  as  those  engaged  in  motion  picture  and  tel- 
evision program  protection,  audio  recording,  publishing,  and  com- 
puter software  development,  created  nearly  3  million  jobs.  These 
were  new  jobs  in  the  United  States,  from  a  total  of  3  million  to  a 
total  of  nearly  6  million  U.S.  jobs  by  1990. 


This  is  why  the  Berne  Treaty  and  the  ongoing  Uruguay  Round 
of  trade  negotiations  under  the  GATT  are  so  important  to  the  U.S. 
economy  and  the  maintenance  of  U.S.  jobs  and  to  assist  our  indus- 
try in  maintaining  their  competitive  edge  as  the  world's  leader  in 
the  exportation  of  copyrighted  work. 

The  reason  we  are  here  today  is  to  become  more  familiar  with 
the  changes  in  the  Berne  Treaty  that  are  being  proposed  and  that 
will  be  put  forward  before  WIPO  in  Geneva,  Switzerland,  in  June 
of  this  year.  It  is  very  important  that  we  know  and  understand 
these  changes  and  what  effect  they  will  have  on  the  U.S.  industries 
and  U.S.  jobs. 

I  am  looking  forward  to  the  morning's  testimony.  Thank  you,  Mr. 
Chairman. 

Mr.  Hughes.  I  thank  the  gentleman. 

Before  we  begin,  I  would  like  to  acknowledge  the  presence  of  a 
representative  of  the  World  Intellectual  Property  Organization, 
Richard  Owens.  Welcome.  We  are  very,  very  pleased  to  have  you 
with  us  today  and  look  forward  to  a  close  association  with  WIPO 
as  we  debate  the  possible  protocol,  the  new  instrument,  and  a  host 
of  other  issues,  and  of  course  we  hope  you  will  convey  our  very  best 
wishes  to  Dr.  Bosgch. 

Our  first  witness  is  Ralph  Oman.  Like  so  many  hearings,  our  dis- 
tinguished Register  of  Copyrights  is  our  leadofiF  witness.  The  Copy- 
right Office  has  prepared  a  very  helpful  statement  setting  out  the 
history  of  the  distribution  rights  in  the  United  States  and  the  his- 
tory of  the  Berne  Convention.  I  look  forward  to  your  testimony  this 
morning,  Ralph,  and  hope  that  you  will  lay  the  groundwork  for  the 
witnesses  that  will  follow.  If  you  would,  introduce  your  colleagues 
with  you  at  the  witness  table. 

STATEMENT  OF  RALPH  OMAN,  REGISTER  OF  COPYRIGHTS 
AND  ASSOCIATE  LIBRARIAN  FOR  COPYRIGHT  SERVICES,  LI- 
BRARY OF  CONGRESS,  ACCOMPANIED  BY  DOROTHY 
SCHRADER,  GENERAL  COUNSEL,  AND  MARYBETH  PETERS, 
POLICY  PLANNING  ADVISER 

Mr.  Oman.  Thank  you  very  much,  Mr.  Chairman  and  members 
of  the  subcommittee.  We  appreciate  the  opportunity  to  testify  at 
this  oversight  hearing. 

My  colleagues  neea  no  introduction,  but  for  the  record,  let  me  in- 
troduce, on  my  right,  Dorothy  Schrader,  the  General  Counsel  of  the 
Copyright  Office,  and  on  my  left,  Marybeth  Peters,  Policy  Planning 
Adviser  to  the  Register  of  Copjn-ights. 

Mr.  Hughes.  Welcome. 

Mr.  Oman.  My  written  statement  contains  a  full  discussion  of  the 
U.S.  law  on  distribution  rights,  including  the  first  sale  doctrine  and 
the  right  of  importation.  It  also  has  a  brief  history  of  the  Berne 
Convention  and  a  summary  of  the  basic  principles  of  the  1971  text 
of  the  convention.  Last,  the  statement  discusses  the  distribution 
right  proposals  in  the  GATT  TRIPS  text  and  distribution  and  im- 
portation right  proposals  of  the  Berne  Protocol.  I  will  limit  my  oral 
statement  to  the  Berne  Protocol. 

Mr.  Hughes,  Without  objection,  your  entire  statement  will  be 
made  a  part  of  the  record. 

Mr.  Oman.  Thank  you,  Mr.  Chairman. 


As  you  know,  the  Berne  Convention,  was  founded  more  than  100 
years  ago.  Victor  Hugo  and  the  others  who  participated  in  its  cre- 
ation reaHzed  that  the  convention  would  need  to  be  revised  periodi- 
cally. These  revisions  have  occurred  about  every  20  years.  The  last 
major  revision  was  in  1971.  So  the  time  has  come  to  consider  bring- 
ing the  convention  into  the  high  tech  realities  of  the  1990's. 

The  WIPO  recognized  the  immense  political  difficulties  of  revis- 
ing the  Berne  Convention,  since  revision  requires,  under  the  rules, 
unanimity.  So  the  WIPO  contemplates  a  special  agreement,  which 
they  call  a  protocol,  under  article  20  of  the  convention.  Such  an 
agreement  must  not  conflict  with  the  provisions  that  already  are 
in  the  convention  and  can  only  provide  higher  rights  than  those 
that  are  already  provided  in  the  convention. 

International  copyright  protection  has,  as  you  mentioned  in  your 
opening  statement,  Mr.  Chairman,  reached  a  critical  juncture. 
Technological  innovation  in  the  creation,  manufacture  and  distribu- 
tion of  authors'  works  and  in  the  performances  of  those  works  has 
drastically  altered  the  volume  and  nature  of  world  cultural  trade. 
It  has  changed  the  economic,  political  and  social  stakes  countries 
have  in  maintaining  and  expanding  the  present  international  sys- 
tem of  copyright  protection. 

In  general  terms,  the  globalization  of  copyright  markets  has 
sparked  a  resurgence  of  protectionism  around  the  world.  The  prob- 
lems are  multidimensional.  We  see  a  wave  of  doubt  as  to  national 
treatment  as  governments  worried  about  negative  cash-flows  look 
for  cute  ways  to  deprive  American  authors  of  new  benefits  they  be- 
stow on  their  own  authors.  We  see  a  crisis  of  enforcement  as  global 
piracy  flourishes.  And  we  see  a  failure  of  consensus  as  to  inter- 
national standards  needed  to  protect  copyright  and  authors'  rights. 

The  GATT  TRIPS  effort  helped  move  us  toward  consensus  inter- 
nationally under  the  threat  of  economic  retaliation,  but  we  are  not 
there  yet. 

The  WIPO  protocol  exercise  is  extremely  important.  The  WIPO 
has  held  two  meetings  on  a  possible  protocol.  It  has  scheduled  a 
third  meeting,  as  you  mentioned,  for  June  21  to  25  at  the  WIPO 
headquarters  in  Greneva. 

At  the  second  meeting  of  experts  last  year  we  discussed  both 
rental  rights  and  the  right  of  importation. 

With  respect  to  rental  rights,  because  of  the  state  of  our  existing 
law  in  the  United  States,  the  United  States  supported  commercial 
rental  rights  for  only  certain  categories  of  works,  that  is,  sound  re- 
cordings and  computer  programs. 

With  respect  to  the  right  of  importation,  the  United  States  sup- 
ported recognition  of  the  right  to  control  so-called  parallel  imports 
of  copies  of  protected  works,  which  is  also  in  compliance  with  U.S. 
law. 

Your  hearing  today  on  distribution  rights  is  timely.  I  understand 
from  the  director  general  of  the  WIPO  that  he  will  limit  the  upcom- 
ing meeting  in  June  to  three  new  discussion  topics:  distribution 
rights,  enforcement,  and  national  treatment,  including  contract 
rights. 

I  am  very  pleased  that  you  will  hold  a  hearing  on  national  treat- 
ment and  contract  rights  on  May  27,  since  this  is  a  topic  that  is 
critical  to  the  United  States  and  to  many  other  countries. 


Having  said  that  by  way  of  introduction,  Mr.  Chairman,  let  me 
now  turn  to  a  discussion  of  distribution  rights. 

Distribution  rights  go  to  the  heart  of  tne  meaning  of  copyright. 
They  give  creators  the  power  to  control  some  or  all  of  the  uses  of 
their  works.  Authors  get  paid  for  allowing  other  people  to  use  their 
works. 

When  copyright  specialists  speak  of  distribution  rights,  they  may 
mean  several  things. 

They  mean,  first,  the  right  to  authorize  the  first  public  distribu- 
tion and  the  right  to  prohibit  specific  acts. 

Second,  they  also  may  mean  the  right  to  control  the  further  dis- 
tribution of  copies  of  a  protected  work  by  people  who  lawfully  ac- 
quire ownership  or  possession  of  them.  In  other  words,  we  are  talk- 
ing about  a  rental  right  here. 

Third,  they  may  mean  the  right  to  control  the  importation  of  cop- 
ies. 

Fourth,  they  may  be  talking  about  the  circumstances  under 
which  the  right  to  control  further  distribution  is  exhausted.  Here 
we  are  talking  about  the  first  sale  doctrine. 

Fifth,  they  may  be  talking  about  the  ability  of  authors  to  impose 
restrictions  on  tne  use  of  copies  against  people  who  otherwise  law- 
fully acquire  ownership  or  possession  of  them.  In  other  words,  we 
are  talking  about  things  like  shrink-wrap  licenses  here. 

In  the  United  States  the  distribution  right  is  subject  to  several 
restrictions,  the  most  important  of  which  is  known  as  the  first  sale 
doctrine.  This  means  the  first  authorized  sale  of  a  copy  of  a  work 
exhausts  the  right  to  control  further  distribution  of  that  copy.  If 
someone  buys  a  book,  the  author  can't  prevent  that  person  from 
renting  it,  lending  it,  or  selling  it  to  someone  else.  That's  the  first 
sale  doctrine.  Congress  has  exempted  sound  recordings  and  com- 
puter programs  fi*om  this  rule,  at  least  until  October  1,  1997. 

Today  the  Berne  Convention  is  largely  silent  on  distribution 
rights.  There  is  no  express  right  of  first  public  distribution.  There 
are  no  minimum  rights  with  respect  to  rental,  importation  or  ex- 
haustion of  distribution  rights. 

The  WIPO  proposes  that  the  protocol  affirm  that  authors  now 
enjoy  the  exclusive  rights  to  control  the  first  distribution  and  im- 
portation for  public  distribution  in  Berne  states  as  part  of  Berne's 
guarantee  of  the  reproduction  right.  The  WIPO  then  would  begin 
with  a  rule  of  exhaustion  of  distribution  rights  with  respect  to  a 
particular  copy  of  a  work  following  the  first  sale  of  that  copy.  This 
is  in  many  ways  similar  to  U.S.  law. 

Exceptions  to  the  exhaustion  rule  are  proposed  for  sheet  music, 
computer  programs,  audiovisual  works,  and  works  embodied  in  re- 
cordings, and  last  but  not  least,  any  work  stored  in  a  digital  for- 
mat. 

These  proposals  were  controversial  in  earlier  Berne  revision  ef- 
forts in  the  late  1960's.  They  are  controversial  in  the  TRIPS  nego- 
tiations and  they  will  continue  to  be  controversial  at  the  meeting 
in  Greneva  in  June. 

Recognition  of  the  right  to  control  parallel  imports  as  an  insepa- 
rable corollary  to  the  right  of  reproduction  will  be  difficult.  There 
are  trade  considerations,  consumer  interests,  and  the  fundamental 
principle  of  nonextraterritoriality  of  copyright.  Everyone  recognizes 


the  importance  of  territorial  licensing,  but  we  failed  to  achieve  spe- 
cific recognition  of  this  right  in  the  draft  TRIPS  text  because  of  the 
strong  opposition  of  the  Third  World  countries  and  several  industri- 
alized states  such  as  Australia,  New  Zealand,  and  the  Nordic  coun- 
tries. 

The  remainder  of  the  distribution  right  recommendations  will 
also  spark  familiar  debate  over  video  rental  rights  and  raise  new 
debate  over  rental  rights  for  any  work  stored  in  a  digital  format. 
Recognition  of  such  rights  in  the  protocol  would  require  the  United 
States  to  change  its  law  if  it  wished  to  sign  the  protocol.  And  I  re- 
call, Mr.  Chairman,  that  you  once  viewed  a  rental  right  for  video 
as  the  Congressman's  early  retirement  act.  So  we  face  some  dif- 
ficulties ahead. 

Perhaps  the  equities  in  the  video  area  will  shift  when  video  en- 
ters the  digital  age  and  every  Tom,  Dick,  and  Harriet  can  make 
perfect  copies  of  Madonna's  latest  motion  picture  in  a  convenient 
and  inexpensive  format  without  having  to  go  through  the  real-time 
copjdng  that  is  now  required  under  the  dual  port  VCR's  that  are 
coming  into  this  country. 

National  treatment,  which  is  so  basic  to  Berne,  is  a  vital  compo- 
nent of  distribution  rights.  They  should  enjoy  the  same  basis  of  ex- 
clusivity as  the  right  of  reproduction  from  which  they  derive.  You 
will  hear  this  point  made  repeatedly  at  your  hearing  in  May. 

As  you  are  aware,  U.S.  copyright  owners  are  deprived  of  millions 
of  dollars  from  rental  royalty  pools  in  Europe  because  these  rights 
are  often  subject  to  full  reciprocity. 

So  I  too  look  forward  to  the  hearing  on  the  27th  of  May  when 
you  will  air  all  of  these  issues. 

Finally,  Mr.  Chairman,  a  word  of  caution.  Congress  needs  to 
keep  a  weather  eye  on  the  changes  in  the  patterns  of  distribution. 
As  you  heard  last  month  in  your  hearing  on  performance  rights  in 
sound  recordings,  digital  transmission  is  here.  Cable  companies  are 
delivering  digital  music  to  homes  all  over  the  country.  In  the  past, 
distribution  rights  have  focused  on  the  delivery  of  physical  copies, 
like  books,  records,  sheet  music,  and  CD-ROM's. 

The  methods  of  exploiting  works  are  changing  and  electronic  de- 
livery systems  could  replace  the  primary  sales  market  for  many  of 
these  works.  Future  teenagers  may  never  buy  another  compact 
disk.  We  have  to  protect  all  works  delivered  electronically  as  fully 
as  works  delivered  by  traditional  means.  Failure  to  do  so  could 
have  a  dramatic  consequence  not  only  for  the  copyright  owners,  but 
for  society  at  large.  Your  task  will  be  to  adjust  the  law  to  ensure 
that  copyright  owners  enjoy  the  broad  rights  that  they  need  to  sur- 
vive. In  addition,  in  this  new  environment,  Congress  may  have  to 
look  at  safeguarding  encryption  techniques,  which  is  the  subject  of 
legislation  now  pending  before  this  subcommittee. 

I  see  an  even  larger  reason  why  the  United  States  should  sup- 
port the  WIPO  effort  to  update  the  Berne  Convention  and  why  we 
should  be  a  vigorous,  positive  and  accommodating  partner  in  that 
process. 

A  few  weeks  ago,  Mr.  Chairman,  at  your  hearing  on  performance 
rights,  you  underscored  the  importance  of  engaging  Congress  in  the 
process  of  international  copyright  standard-setting  at  the  outset  of 
the  process  and  not  as  a  take-it-or-leave-it  fait  accompli  sent  to 


Congress  at  the  last  moment  on  a  fast  track.  Your  sentiment  is 
right  on  target.  Congress  has  a  right  to  be  concerned  when  treaty 
negotiations  create  legislative  obligations  or  when  they  foreclose 
policy  or  political  options. 

But  the  subtext  of  your  statement  seems  to  go  beyond  those  de- 
fensive concerns.  You  seem  to  accept  without  complaint  or  appar- 
ent anxiety  the  notion  that  international  and  domestic  issues  are 
now  materially  intertwined  whether  we  like  it  or  not,  and  you  seem 
to  evidence  a  willingness  to  consider  changes  to  U.S.  law  where  it 
promotes  balanced  global  protection. 

You  did  not  sign  on  to  anyone's  particular  agenda,  but  I  believe 
you  issued  an  invitation  for  a  partnership  between  Congress  and 
the  executive  branch  and  between  foreign  and  domestic 
rightsholders  and  between  competing  U.S.  factions,  an  invitation  to 
engage  in  a  dialog  to  examine  the  possibilities  of  bringing  the  Unit- 
ed States  and  the  emerging  copyright  regimes  of  Europe  into  a 
pragmatic  harmony  that  will  sustain  a  global  system  based  on  na- 
tional treatment. 

Anyone  who  has  heard  the  cannon  fire  and  smelled  the  black 
powder  during  the  TRIPS  negotiations  and  the  NAFTA  negotia- 
tions knows  full  well  how  hard  it  is  to  negotiate  a  strong  treaty 
when  the  United  States  declares  at  the  outset  that  its  own  laws  are 
off  limits.  This  problem  transcended  the  narrow  issue  of  moral 
rights.  The  curious  NAFTA  language  on  rental  rights  and  the  ex- 
emptions clauses,  as  well  as  the  norms  on  performance  rights  and 
on  public  performance  rights  in  sound  recordings,  both  in  NAFTA 
and  in  TRIPS,  show  how  fair  solutions  can  be  skewed  or  distorted 
by  the  impossibility  of  amending  U.S.  law. 

The  rapid  evolution  in  international  copyright  reflects  the  in- 
creased importance  of  intellectual  property  in  world  trade,  in  na- 
tional identity,  and  in  the  social  and  economic  well-being  of  na- 
tions. What  could  not  be  secured  in  the  WIPO  in  the  1970's  set  the 
agenda  for  the  GATT  in  the  1980's.  What  could  not  be  secured  in 
the  GATT  in  the  1980's  fills  the  agenda  of  regional  groups  such  as 
the  EC  and  the  NAFTA  in  the  1990's.  And  what  is  not  or  could  not 
be  settled  in  those  negotiations  forms  the  most  ambitious  and  im- 
portant part  of  the  agenda  for  the  WIPO  in  the  years  ahead. 

The  United  States  no  longer  has  the  luxury  of  designing  quirky, 
eccentric  solutions  at  home  that  disregard  the  outside  world.  More 
and  more,  Congress  will  make  decisions  based  on  overall  national 
interest  with  an  eye  on  the  international  balance  of  trade  and  in 
the  expectation  that  a  strong  U.S.  law  could  maximize  U.S.  reve- 
nues in  foreign  markets.  Even  where  the  impetus  to  legislate  is 
purely  domestic.  Congress  will  fashion  a  solution  that  does  no  dam- 
age to  our  international  legal  posture,  one  that  is  compatible  with 
our  other  international  legal  obligations,  and  one  that  is  compatible 
with  the  other  international  policy  initiatives  undertaken  in  other 
areas  by  the  executive  branch. 

If  my  reading  of  your  attitude  is  correct,  Mr.  Chairman,  the 
Berne  Protocol  may  prove  a  powerful  armature  for  resolving  domes- 
tic controversies  as  well  as  many  international  disharmonies  in 
copyright  that  continue  to  bedevil  us.  These  disharmonies  continue 
despite  U.S.  adherence  to  the  Berne  Convention,  and  they  hurt  au- 
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thors  everywhere;  they  hurt  American  authors;  and  they  poison  the 
climate  of  international  trade. 

That  concludes  my  oral  testimony,  Mr.  Chairman.  I  would  be 
pleased  to  answer  any  questions.  Thank  you. 

[The  prepared  statement  of  Mr.  Oman  follows:] 

Prepared  Statement  of  Ralph  Oman,  Register  of  Copyrights,  Associate 
Librarian  of  Congress  for  Copyright  Services,  Library  of  Congress 

Mr.  Chairman  and  members  of  the  Subconmiittee  and  staff,  thank  you  for  the  op- 
portunity to  participate  in  this  oversight  hearing  concerning  the  distribution  right 
in  the  context  of  the  Berne  Protocol  proposal  of  the  World  Intellectual  Property  Or- 
ganization (W.LP.O.  or  WIPO).  ,  ^    ^  w    .u    I, 

WIPO  has  held  two  meetings  regarding  a  possible  Protocol  to  the  Berne  Conven- 
tion. A  third  session  is  scheduled  for  June  21-25,  1993  at  WIPO  headquarters  in 
Geneva,  Switzerland.  w  ^  n        j  i. 

I  will  begin  with  a  general  discussion  of  the  distribution  right  followed  by  a  sum- 
mary of  the  United  States  distribution  right,  including  the  First  sale  doctrine  and 
the  issue  of  parallel  importation.  Then,  as  requested  by  the  Staff,  I  survey  the  basic 
principles  and  nature  of  the  Berne  Convention  from  an  historical  context.  I  conclude 
my  statement  with  reports  of  international  consideration  of  the  distribution  right  in 
the  context  of  the  Berne  Protocol  exercise  and  the  trade-related  intellectual  property 
standards  (TRIPS)  negotiations  under  the  Uruguay  Round  of  the  General  Agree- 
ment on  Tariffs  and  Trade  (GATT). 

I.  distribution  rights:  general  comments 

Along  with  the  exclusive  rights  to  control  reproduction,  the  power  of  an  author 
to  authorize  or  prohibit  the  public  distribution  of  copies  of  his  or  her  work  has  ev- 
erywhere been  the  essence  of  industrial  age  copyright.  Copyright  arose  out  of  tech- 
nologies for  replication  of  authors'  works.  Expansion  of  authors  rights  to  mclude  the 
power  to  control  public  performances  of  works,  adaptation  and  public  display  is,  in 
large  part,  also  a  response  to  new  technologies. 

Mariset  evolution  and  new,  particularly  computer,  technologies  now  suggest  the 
ultimate  break-down  of  industrial  copyright,  which  had  emphasized  the  manufac- 
ture and  distribution  of  copies  of  authors'  works  by  entrepreneur  publishers.  New 
technologies  for  delivering  works  and  performances  of  works  to  the  public  increas- 
ingly involve  protected — ultimately  digital — transmission  systems.  But  the  steady 
merger  of  rights  of  public  communication  by  electronic  transmissions  with  the  man- 
ufacture and  retail  sale  of  copies  has  not  made  distribution  rights  obsolete.  They 
continue  to  be  of  vital  importance  in  national  and  international  trade. 

When  copyright  specialists  speak  of  distribution  rights,  they  may  mean  several 
things-  1)  the  right  to  control  (by  which  I  mean  the  right  to  do  or  authorize  the 
doing  of,  and  to  prohibit,  specified  acts)  the  first  public  distribution  of  copies  of  a 
protected  work;  2)  the  right  to  control  the  further  distribution  of  those  copies  by  per- 
sons lawfully  acquiring  ownership  or  possession  of  them;  3)  the  right  to  control  the 
importation  of  copies  of  a  work  into  a  national  territory;  4)  the  circumstances  under 
which  the  right  to  control  such  further  distribution  of  copies  is  exhausted,  or  ends; 
5)  the  ability  of  authors  to  impose  enforceable  restrictions  upon  the  permissible  uti- 
lization of  copies  by  members  of  the  public  who  lawfully  acquire  ownership  or  pos- 
session of  them;  6)  the  right  of  authors  to  remuneration  in  nutigation  of  the  damage 
to  retail  markets  attributable  to  free  public  lending  of  protected  works,  known  gen- 
erally as  the  Public  Lending  Right  (PLR);i  and,  7)  the  droit  de  suite. 

Some  of  these  aspects  of  distribution  rights  are  present  in  all  copyright  laws;  oth- 
ers are  recognized  only  partially.  Still  others  exist  in  juridically  different  forms  (e.g., 
the  droit  de  destination  is  the  basis  in  several  countries  for  the  authors'  power  to 
impose  enforceable  restrictions  on  the  public's  use  of  lawfully  distnbuted  copies  of 
works.  In  other  countries,  where  the  droit  de  destination  is  not  generally  recogmzed, 
the  enforceability  of  so-called  "shrink  wrap"  licenses  is  only  a  partial  analog). 

"Distribution  rights"  involve  some  of  copyright  law's  most  controversial  issues,  an- 
cient and  modem.  Recognition  of  the  right  to  control  so-called  parallel  imports  rests 
on  trade  considerations,  consumer  interests  and  the  fundamental  prmciple  of  the 


iThe  WI.P.O.  briefly  characterizes  distribution  as  "ofTering  copies  of  a  work  to  the  general 
public  or  any  section   thereof,    mainly   through  appropriate   commeraalch^^^ 
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non-extraterritoriality  of  copyright.  Other  issues  are  of  more  recent  vintage.  These 
include  the  Public  Lending  Right  (PLR)  and  video,  audio  recording  and  computer 
program  rental  rights. 

Despite  their  importance  to  virtually  all  authors  and  major  copyright  industries, 
international  recognition  and  regulation  of  distribution  rights  has  long  been  scant. 
Although  distribution  rights  and  their  exhaustion  were  a  subject  in  the  TRIPS  nego- 
tiations, the  work  of  the  W.I.P.O.  in  connection  with  a  possible  Protocol  to  the  Berne 
Convention  and  a  new  instrument  for  protection  of  phonogram  producers  and  per- 
formers is  probably  the  most  comprehensive  effort  in  memory  to  establish  inter- 
national norms  for  distribution  rights.  For  many  countries,  including  the  United 
States,  implementing  these  proposals  may  entail  amendment  to  national  copyright 
laws.  They  necessarily  involve  balancing  the  legitimate  interests  of  right  holders 
with  those  of  the  consuming  public  and  commercial  enterprises  now  satisfying  legiti- 
mate public  demand  outside  of  the  control  of  copyri^t  owners  whose  distribution 
rights  do  not  extend  to  control  of  those  enterprises'  activities. 

The  shortness  of  time  to  prepare  for  this  hearing  precludes  a  more  careful  exam- 
ination of  how  various  interests  mi^t  be  affected  by  different  levels  of  distribution 
rights.  Neither  has  it  been  possible  freshly  to  assess  the  impact  of  specific  unauthor- 
ized uses  of  copyrighted  worits — such  as  private  reprography — on  the  integrity  of 
present  distribution  rights. 

Much  of  the  complexity  associated  with  distribution  rights  under  copyright  lies  in 
how  other  uses  of  woriis  and  broadcasts  may  erode  the  value  of  the  authors'  rights 
of  reproduction  and  public  distribution  of  copies.  The  individual  rights  under  copy- 
right cannot  always  be  looked  at  in  isolation  and  this  is  certainly  the  case  with  dis- 
tribution rights. 

The  interrelationship  among  the  rights  forming  the  copyright  bundle  may  now  be 
felt  most  keenly  in  respect  of  works  which  are  exploited  in  a  digital  format,  with 
end  consumers  utilizing  digital  hardware  to  view  and  also  capture  either  perform- 
ances or  copies  of  works.  Depending  upon  the  terms  of  the  undertaking,  techno- 
logical configurations  (including  copy-control  systems)  and  the  contracts  between 
distributors  and  consumers,  digital  transmissions  of  protected  works  may  appear  to 
be  an  exercise  of  public  performance  rights  or,  equally  validly,  a  demand-manufac- 
turing system  for  the  distribution  of  copies  of  works,  such  as  sound  recordings,  or 
motion  pictures. 

The  appropriate  legal  characterization  of  public  distribution  or  performance  rights 
in  digital  transmission  systems  (or  in  copies  of  machine  readable  publications)  is  not 
expressly  dealt  with  in  the  TRIPS.  It  is  the  subject  of  proposals  in  the  Protocol  and 
new  instrument.  This  promises  to  be  an  interesting  and  important  debate.  The  scope 
of  exclusive  rights,  exceptions  and — internationally,  though  not  in  the  U.S. — the 
availability  of  compulsory  licensing,  differ  based  upon  whether  we  are  looking  at  the 
right  to  authorize  the  reproduction  of  a  work,  the  right  of  public  distribution  of  cop- 
ies, or  the  pubUc  performance  rights. 

II.  UNITED  STATES  DISTRIBUTION  RIGHT  AND  THE  FIRST  SALE  DOCTRINE 

The  first  sale  doctrine  distinguishes  between  the  copyright  proprietor's  exclusive 
rights  in  the  copyright  and  the  rights  in  the  material  object  itself.  The  exclusive 
rights  that  an  author  enjoys  as  a  result  of  copyright  can  be  traced  to  our  earliest 
copyright  statutes.^  The  first  sale  doctrine  has  its  roots  in  the  common  law.  Even 
before  the  first  statutory  embodiment  of  this  doctrine  in  the  1909  Copyright  Act, 
American  courts  were  distinguishing  between  the  owner's  exclusive  rights  in  the 
copyright  and  the  rights  of  the  owner  of  an  object  embodying  a  work  that  is  under 
copyright. 

A.  Historical  Developments  in  the  United  States. 


*The  1790  Act  provided:  "...the  author  and  authors  of  any  map,  chart,  book  or  books  already 
printed  within  these  United  States,  a  citizen  or  citizens  thereof,  or  resident  within  the  same, 
his  or  their  executors,  administrators  or  assigns,  who  hath  or  have  not  transferred  to  any  other 
person  the  copyright  of  such  map,  chart,  book  or  books,  share  or  shares  thereof;  and  any  other 
person  '~,t  persons,  being  a  citizen  or  citizens  of  these  United  States,  or  residents  therein,  his 
or  their  executors,  administrators  or  assigns,  who  hath  or  have  purchased  or  legally  acquired 
the  copyright  of  any  such  map,  chart,  or  books,  in  order  to  print,  reprint,  publish  or  vend  the 
same,  shall  have  the  sole  right  and  liberty  of  printing,  reprinting,  publishing  and  vending  such 
map,  chart,  book  or  books,  for  the  term  of  fourteen  years."  [Act  of  May  31,  1790,  ch.  15,  1  (italic 
added).] 
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The  first  U.S.  copyright  statute  gave  the  copyright  proprietor  "the  sole  right  and 
liberty  of  printing,  reprinting,  publishing,  and  vending.  . . ."  ^  Cases  involving  the 
copyright  proprietor's  attempt  to  control  the  material  object  after  it  has  been  vended 
confirm  that  the  first  sale  doctrine  derives  ftx)m  the  conmion  law  right  of  alienation 
of  personal  property.* 

The  first  recognition  of  the  separation  of  the  exclusive  right  to  vend  from  the  ma- 
terial object  appears  to  have  arisen  in  1852  in  the  case  of  Stephens  v.  Cady.^  In  that 
case,  a  map  engraver  brought  a  copyright  infringement  action  against  the  purchaser 
of  engraving  plates,  which  had  been  seized  from  the  engraver  to  satisfy  a  debt,  and 
sold  at  a  sheriiFs  auction.  While  the  purchaser's  ownership  of  the  engraving  plates 
was  not  contested,  the  engraver  asserted  that  the  use  of  the  plates  to  print  maps 
for  public  distribution  constituted  infringement  of  his  copyright  in  the  maps.  The 
Supreme  Court  agreed,  and  held  that  the  copyright  was  "wholly  independent  of,  and 
disconnected  from,  the  engraved  plate"  and  there  was  "no  foundation  for  the  de- 
fenses" . . .  that  the  copyright  "passed  as  appurtenant  to  sale  and  transfer  of  the 
property,  in  the  engraved  plate.  .  .  ."^ 

Two  years  later,  due  to  technical  reasons,  the  issue  was  reargued  before  the  Su- 
preme Court  in  Stevens  v.  GladdingJ  The  Court  reaffirmed  that  the  right  to  vend 
copies  of  the  map  did  not  pass  with  the  sheriffs  sale  of  the  engraving  plates. 

The  issue  of  validity  of  conditions  against  alienation  was  raised  in  Harrison  v. 
Maynard,  Merrill  &  Co.^  In  that  case,  unbound  pages  of  the  plaintiffs  copyrighted 
book  were  damaged  in  a  warehouse  fire.  The  pages  were  sold  as  salvage  under  an 
express  condition  that  the  pages  were  not  to  be  resold.  Despite  this  condition,  an 
enterprising  used  book  dealer  purchased  the  pages,  had  them  bound,  and  began  sell- 
ing copies  of  the  books.  The  copyright  owner  brought  an  infringement  action,  citing 
the  condition  against  resale.  The  Second  Circuit  concluded  that  the  plaintifT  had  no 
remedy  under  the  copyright  law:^ 

So  long  as  the  owner  of  a  copyright  retains  the  title  to  the  copies  of  the 
book  which  he  has  the  exclusive  right  to  vend  by  virtue  of  the  copyright, 
he  can  impose  restrictions  upon  the  manner  in  which  and  upon  the  persons 

to  whom  the  copies  can  be  sold This  ri^t  to  enjoy  the  benefit  of  the 

copyright  statutes  results  from  the  fact  that  the  owner  has  never  parted 
with  the  title  to  the  book  or  the  copyright,  although  he  parted  with  the  pos- 
session of  the  book.  But  the  right  to  restrain  the  sale  of  a  particular  copy 
of  the  book  by  virtue  of  the  copyright  statutes  has  gone  when  the  owner 
of  the  copyright  and  of  that  copy  has  parted  with  all  his  title  to  it,  and  has 
conferred  an  absolute  title  to  the  copy  upon  purchaser,  although  with  an 
agreement  for  a  restricted  use.  The  exclusive  right  to  vend  the  particular 
copy  no  longer  remains  in  the  owner  of  the  copyright  by  the  copyright  stat- 
utes. The  new  purchaser  cannot  reprint  the  copy.  He  cannot  print  or  publish 
a  new  edition  of  the  book;  but  the  copy  having  been  sold  to  him,  the  ordinary 
incidents  of  ownership  in  personal  property,  among  which  is  the  right  of 
alienation,  attach  to  it. 

In  perhaps  the  most  famous  early  case  on  the  first  sale  doctrine,  Bobbs-Merrill 
Co.  V.  Straus,^°  the  Supreme  Court  was  asked  to  rule  on  the  validity  of  a  seller^s 
restraint  on  the  retail  price  of  the  copyri^ted  work.  The  copyright  owner  in  this 
case  chose  to  publish  a  novel  with  a  notice  requiring  a  retail  price  of  one  dollar. 
When  Macys  began  selling  the  novel  for  89  cents,  a  copyright  infringement  was 
brought.  The  Court  concluded  that  the  exclusive  right  to  vend  as  established  by  the 
copyright  law  did  not  include  "the  right  to  impose,  by  notice ...  a  limitation  at  which 
the  book  shall  be  sold  at  retail  by  future  purchasers,  with  whom  there  is  no  privity 
of  contract."  ^^  Accordingly,  the  copyright  infringement  action  was  dismissed. 

B.  Statutory  Developments. 


3  Id. 

*See,  Nolan,  "All  Rights  Not  Reserved  After  the  First  Sale,"  23  Bull.  Copyright  Soc.  76  (1975). 

6  55  U.S.  (14  How)  528  (1852). 

'Id.  at  532. 

■'58  U.S.  (17  How)  447  (1854). 

8  61  F.  689  (2nd  Cir.  1894). 

»W  at  690-91  (italic  added). 

10  210  U.S.  339(1908). 

"7d.  at  350. 
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1.  The  exclusive  right  to  vend. 
Although  the  first  copyright  statute  contained  no  provision  that  estabUshed  a  first 
sale  doctrine,  it  did  give  the  author  the  exclusive  right  to  vend  his  or  her  work.^^ 
The  1909  Act  gave  tne  author  the  exclusive  right  to  "print,  reprint,  publish,  copy 
and  vend  the  copyrighted  work . .  ."^^  and  the  1947  codification  used  tne  same  lan- 
guage i* 


e  current  copyright  law  does  not  use  the  word  vend  in  its  listing  of  exclusive 
rights.  Instead,  section  106(3)  grants  a  right  of  public  distribution: 

(3)  To  distribute  copies  or  phonorecords  of  the  copyrighted  work  to  the  public 
by  sale  or  other  transfer  of  ownership,  or  by  rental,  lease,  or  lending. 
One  commentator  has  observed  that  elimination  of  the  word  "vend    and  substi- 
tution of  specific  types  of  conveyances  avoids  the  vague  generality  of  the  single  word 
and  extends  these  conveyances  to  rental  arrangements  not  included  as  part  of  the 
previous  vending  monopoly. i' 

2.  Codification  of  the  first  sale  doctrine. 
The  first  sale  doctrine  was  originally  added  to  the  copyright  statute  in  the  1909 
Act.  It  provided:^® 

That  the  copyright  is  distinct  from  the  property  in  the  material  object 
copjTighted,  and  the  sale  or  conveyance,  by  gift  or  otherwise,  of  the  mate- 
rial object  shall  not  of  itself  constitute  a  transfer  of  the  copyright,  nor  shall 
the  assignment  of  the  copyright  constitute  a  transfer  of  the  title  to  the  ma- 
terial object;  but  nothing  in  this  Act  shall  be  deemed  to  forbid,  prevent,  or 
restrict  the  transfer  of  any  copy  of  a  copyrighted  work  the  possession  of 
which  has  been  lawfully  obtained. 

The  1947  Act  renumbered  this  provision  as  §27  but  did  not  amend  the  contents  of 
the  provision  itself.^'^ 

The  first  sale  doctrine  is  now  embodied  in  section  109  of  the  current  copyright 
law.  Section  202  (ownership  of  copyright  distinct  from  ownership  of  material  object) 
and  section  204(a)  (requirement  of  a  writing  to  transfer  copyright  ownership)  are 
related  provisions. 

C.  Copyright  Law  Revision  1964-1976. 

Until  1976,  Congress  did  not  make  any  change  in  the  wording  of  the  first  sale 
doctrine.  The  first  sale  doctrine  was  revised  in  the  1976  Copyright  Act  principally 
to  clarify  that  the  copyright  owner  retains  a  right  to  control  rentals  if  ownership 
of  the  particular  copy  is  not  transferred,  as  was  generally  the  case  in  1976  with  the- 
atrical motion  pictures,  for  example.  Outside  of  a  faUed  effort  by  the  Authors 
League  to  establish  a  public  lending  right,i^  there  was  little  discussion  of  the  first 
sale  doctrine  in  the  revision  effort.  As  a  result,  the  primary  thrust  of  the  1976  Copy- 
right Act  was  to  preserve  the  first  sale  doctrine  along  the  Unes  it  had  developed 
through  the  years.  This  general  punpose  was  made  clear  by  the  respective  Congres- 
sional Reports  providing  as  follows:^^ 

Section  109(a)  restates  and  confirms  the  principle  that,  where  the 
copyright  owner  has  transferred  ownership  of  a  particular  copy  or  phono- 
record  of  his  work,  the  person  to  whom  the  copy  or  phonorecord  is  trans- 
ferred is  entitled  to  dispose  of  it  by  sale,  rental,  or  any  other  means.  Under 
this  principle,  which  has  been  established  by  the  court  decisions  and  section 
27  of  the  present  law,  the  copyright  owner's  exclusive  right  of  public  dis- 
tribution would  have  no  effect  upon  anyone  who  owns  a  particular  copy  or 
phonorecord  lawftilly  made  under  this  title  and  who  wishes  to  transfer  it 
to  someone  else  or  to  destroy  it. 

D.  Modifications  in  the  First  Sale  Doctrine  with  respect  to  Sound  Recordings  and 

Computer  Programs. 
While  the  first  sale  doctrine  went  largely  unchallenged  during  the  lengthy  copy- 
right revision  process,  since  1976  copyright  owners  have  been  successful  in  limiting 


i^Act  of  May  31,  1790,  supra  note  1. 

"  Act  of  March  4,  1909,  ch.  320,  §  1,  35  Stat.  1075. 

"Act  of  July  30,  1947,  ch.  391  §  1,  61  Stat.  652. 

"^Note,  "Copyright  Reform  and  the  Author's  Right  to  "Vend":  The  Case  of  the  Unpaid  Manu- 
facturer," 10  Ind.L.Rev.  507,  526  (1977). 

18  Act  of  March  4,  1909,  ch.  320  §41,  35  Stat.  1084. 

"Act  of  July  30,  1947,  ch.  391  §  1,  61  Stat.  652. 

1*1965  Revision  Bill  with  Discussions  and  Comments,  Copyright  Law  Revision,  Part  5,  61 
(Comm.  Print  1965). 

i»H.R.  Rep.  No.  94-1476,  94th  Cong.  2d  Sees.  79  (1976);  Sen.  Rep.  No.  94-473  71  (1975). 
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the  first  sale  doctrine  in  instances  where  they  demonstrated  that  commercial  lend- 
ing fostered  illegal  reproduction.  As  a  result,  the  first  sale  doctrine  has  been  statu- 
torily curtailed  with  respect  to  commercial  lending  of  sound  recordings  and  com- 
puter programs. 

1.  The  Record  Rental  Amendment  of  1984. 
Copyright   owners   were   successful   in   securing  passage   of  the   Record  Rental 
Amendment  of  1984,2°  because  they  made  a  convincing  case  that  commercial  lend- 
ing of  sound  recordings  was  intended  to  foster  unauthorized  reproduction  of  sound 
recordings.  On  this  point,  the  House  Report  provided  as  followsi^i 

At  present,  according  to  industry  estimates,  there  are  a|jproximately  200 
commercial  record  rental  establishments  in  the  United  States.  Testimony 
before  this  Committee's  Subcommittee  has  indicated  that  these  establish- 
ments rent  phonorecords  for  24  to  72  hours  for  fees  of  $.99  to  $2.50  per  disc. 
Frequently  blank  audio  cassette  tapes  are  sold  in  the  same  establishment. 
One  such  establishment  advertised,  "Never,  ever  buy  another  record." 

The  direct  link  between  the  commercial  rental  of  a  phonorecord  and  the  making 
of  a  copy  of  the  record  without  the  permission  of,  or  compensation  to,  the  copyright 
owners  was  the  economic  and  policy  concern  behind  this  legislation.  The  Sub- 
committee found  that  the  nexus  of  commercial  record  rental  and  duplication  may 
directly  and  adversely  afiect  the  ability  of  copyright  holders  to  exercise  their  repro- 
duction and  distribution  rights  under  the  CopyrigEit  Act. 

The  amendment  provided  an  exception  to  the  first  sale  doctrine  by  inserting  a 
new  provision  in  section  109  of  the  copyright  law  providing  as  follows: 

Notwithstanding  the  provisions  of  subsection  (a),  unless  authorized  by 
the  owners  of  copyright  in  the  sound  recording  and  in  the  musical  works 
embodied  therein,  the  owner  of  a  particular  phonorecord  may  not,  for  pur- 
poses of  direct  or  indirect  commercial  advantage,  dispose  of,  or  authorize 
the  disposal  of,  the  possession  of  that  phonorecord  by  rental,  lease,  or  lend- 
ing, or  by  any  other  act  or  practice  in  the  nature  of  rental,  lease,  or  lending. 
Nothing  in  the  preceding  sentence  shall  apply  to  the  rental,  lease,  or  lend- 
ing of  a  phonorecord  for  nonprofit  purposes  by  a  nonprofit  library  or  non- 
profit educational  institution. 

In  addition,  the  amendment  created  a  sunset  provision  providing  for  the  tenmi- 
nation  of  the  prohibition  against  commercial  lending  of  sound  recordings  after  five 
years  from  the  date  of  enactment.  In  1988,  Congress  reaflirmed  the  prohibition  by 
providing  for  termination  of  the  provision  after  13  years  from  the  date  of  enact- 
ment,22  fliat  is,  1997. 

2.  Computer  Software  Rental  Amendments  Act  of  1990. 

In  1990,  the  exception  to  the  first  sale  doctrine  was  reconfigured  to  expand  the 
prohibition  to  include  commercial  lending  of  computer  programs.^a  Again,  copyright 
owners  had  successfully  made  the  case  that  commercial  lending  of  computer  soft- 
ware fostered  unauthorized  reproduction  .^4  The  reconfigured  exception  reads  as  fol- 
lows:^' 

Notwithstanding  the  provisions  of  subsection  (a),  unless  authorized  by 
the  owners  of  copyright  in  the  sound  recording  or  the  owner  of  copyright 
in  a  computer  program  (including  any  tape,  disk,  or  other  medium  embody- 
ing such  program),  and  in  the  case  of  a  sound  recording  in  the  musical 
works  embodied  therein,  neither  the  owner  of  a  particular  copy  of  a  com- 
puter program  (including  any  tape,  disk,  or  other  medium  embodying  the 
program),  may,  for  the  purposes  of  direct  or  indirect  commercial  advantage, 
dispose  of,  or  authorize  the  disposal  of,  the  possession  of  that  phonorecord 
or  computer  program  (including  any  tape,  disk,  or  other  medium  embodying 
such  program)  by  rental,  lease,  or  lending.  Nothing  in  the  preceding  sen- 
tence shall  apply  to  the  rental,  lease,  or  lending  of  a  phonorecord  for  non- 
profit purposes  by  a  nonprofit  library  or  nonprofit  education  institution.  The 
transfer  of  possession  of  a  lawfully  made  copy  of  a  computer  program  by 


ao  Act  of  October  4,  1984,  Pub.  L.  98-450.  98  Stat  1727  (1984). 

21H.R.  Rep.  98-987,  98th  Cong.  2d  Sess.  2  (1984). 

22Actof^iovembe^5,  1988.  Pub.  L.  100-617,  102  Stat.  3194  (1988) 

M  Computer  Software  Rental  Amendment  Act  of  1990,  Pub.  L.  101-650,  104  Stat.  5089,  5134, 

(1990) 
2*  136  Cong.  Rec.  H  13314-15  (daily  ed.  Oct.  27,  1990)  (sUtement  of  Rep.  Kastenmeier). 

2»  Currently  codified  as  17  U.S.C.  §  109(bXlXA). 
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a  nonprofit  educational  institution  to  another  nonprofit  educational  institu- 
tion or  to  faculty,  staff,  and  students  does  not  constitute  rental,  lease,  or 
lending  for  direct  or  indirect  commercial  purposes  under  this  subsection. 

The  computer  software  amendments  excluded  from  the  prohibition  against  com- 
mercial lending  the  following:  programs  embodied  in  machinery  that  were  incapable 
of  being  copied  through  ordinary  operation  or  use;^^  certain  programs  embodied  in 
video  games;^''  and  programs  containing  a  warning  of  copyright  that  were  lent  by 
nonprofit  libraries.^®  The  amendments  continued  the  sunset  policy  by  providing  for 
the  termination  of  the  commercial  lending  prohibition  on  October  1,  1997. 

The  Act  temporarily  overturned  the  Fourth  Circuit's  decision  in  Red  Baron-Frank- 
lin Park.  Inc.  v.  Taito  Corp.,^^  which  began  as  a  first  sale  doctrine  case.  The  court 
found  infringement  by  violation  of  the  public  performance  right.  By  amendment  of 
section  109  m  a  new  paragraph  (e),  Congress  provided  an  exemption  to  the  owner 
of  a  lawfully  made  copy  of  a  video  game  for  the  public  performance  or  public  display 
of  an  electronic  audiovisual  game  intended  for  use  in  coin-operated  equipment.  This 
exemption  is  in  effect  from  December  1,  1991  until  October  1,  1995. 

III.  THE  UNITED  SATES  DISTRIBUTION  RIGHT  AND  PARALLEL  IMPORTATION 

The  United  States  case  law  regarding  the  exclusive  right  of  distribution  provided 
by  the  copyright  law  reflects  the  unique  character  of  this  right.  It  deals  not  with 
a  copying,  or  reproduction,  but  with  tne  disposition  of  tangible  objects  comprising 
copyrighted  works.  To  this  extent,  it  is  an  ancillary  ri^t  to  those  that  restrict  copy- 
ing. Parallel  importation  is  the  importation  of  goods  in  a  country  outside  their  nor- 
mal channels  oi  distribution.  Such  importation  occurs  in  both  copyright  and  trade- 
maric  contexts. 

In  the  United  States,  the  courts  have  had  some  difficulty  in  applying  the  statutory 
law  and  legislative  history  involving  the  relevant  provisions  of  the  copyright  stat- 
ute— Section  106(3),^  the  right  of  distribution;  Section  109(a),3i  the  statutory  limi- 
tation on  the  copyright  owner's  right  of  distribution  following  authorized  first  sale; 
and  Section  602(aP2  the  right  of  importation,  the  copyright  owner's  right  to  author- 
ize the  importation  of  copyrighted  works  acquired  outside  the  United  States. 

The  courts  also  recognize  a  broader  context  for  copyright  actions  brought  to  re- 
strict parallel  imports.  Owners  of  copyright  property  now  seek  to  accomplish  trade- 
marii  objectives  oy  preventing  gray  maritet  products  from  entering  unauthorized 
streams  of  commerce.^  This  has  become  increasingly  difficult  on  pure  trademark 
grounds  since  the  Supreme  Court  has  not  extended  to  trademark  owners  the  right 
to  exercise  exclusivity  in  directing  the  trademarked  products  to  certain  markets.** 

Columbia  Broadcasting  System,  Inc.  v.  Scorpio  Music  Distributors,  Inc.,^  the 
leading  copyright  case,  holds  the  unauthorized  importation  of  copyrighted  works  ac- 
quired outside  the  United  States  will  constitute  a  copyright  infringement  under  Sec- 
tion 602(a).  The  plaintiff  charged  that  without  its  consent,  Scorpio  imported 
phonorecords  that  contained  its  copyrighted  sound  recordings.  Defendant  alleged 
that  the  phonorecords,  manufactured  in  the  Philippines  by  an  authorized  party, 
were  lawfully  made  and  thus  did  not  infringe  any  reproduction  right.  The  district 
court  had  found  that  the  importation  of  these  phonorecords  infringed  the  U.S.  copy- 
right owner's  exclusive  right  of  distribution. 

In  its  analysis,  the  Scorpio  court  reveals  the  interplay  between  the  copyright  own- 
er's exhaustion  of  any  further  right  to  control  distribution  after  first  sale  and  the 
copyright  owner's  right  to  authorize  importation  of  its  copyrighted  works.  The  legis- 


» 17  U.S.C.  §  109(bXlXBXi). 

2M7  U.S.C.  §109(bXlXBXii). 

M  17  U.S.C.  §  109(bX2XA). 

29  883  F.  2d  275  (4th  Cir.  1989),  cert,  denied,  493  U.S.  1058  (1990). 

*>  Section  106  provides,  as  one  of  the  excliisive  rights  in  copyrighted  works  that:  "Subject  to 
sections  107  through  120,  the  owner  of  copyright  under  this  title  has  the  exclusive  rights  to  do 
and  to  authorize  any  of  the  following:  to  distribute  copies  or  phonorecords  of  the  copjrighted 
work  to  the  public  by  sale  or  other  transfer  of  ownership,  or  by  rental,  lease,  or  lending." 

31  This  section  provides:  "(a)  Notwithstanding  the  provision  of  section  106(3),  the  owner  of  a 
particular  copy  or  phonorecord  lawfully  made  under  this  title,  or  any  person  authorized  by  such 
owner,  is  entitled,  without  the  authonty  of  the  copyright  owner,  to  sell  or  otherwise  dispose  of 
the  possession  of  the  copy  or  phonorecord." 

32 Section  602(a)  states  that:  "Importation  into  the  United  States,  without  the  authority  of  the 
owner  of  copyright  under  this  title,  of  copries  or  phonorecords  of  a  )vork  that  have  been  acquired 
outside  the  United  States  is  an  infringement  of  the  exclusive  right  to  distribute  copies  or 
phonorecords  under  section  106,  actionable  under  section  501." 

^Neutroena  Corp.  v.  U.S..  7  U.S.P.Q.  2d  1900  (D.S.C.  1988). 

^K-Mart  Corp.  v.  Cartier,  488  U.S.  281,  290  (1988). 

36  569  F.  Supp.  47  (E.D.Pa.  1983).  o/fd  mem.  738  F.2d  424  (3d  Cir.  1984). 
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lative  history  bans  importation  of  works  acquired  outside  the  United  States  in  two 
separate  situations — where  copies  or  phonorecords  are  made  without  copyrirfit 
owner  authority  and  where  copies  or  phonorecords  are  lawfiilly  made  but  their  ms- 
tribution  would  infringe  the  U.S.  copyright  owner's  exclusive  rights.^^ 

Defendant  had  pointed  out  the  incongruence  of  sections  602(a)  and  109(a),  and 
urged  the  court  to  consider  section  109  "perhaps  in  a  manner  that  circumscribes  the 
apparent  intent  of  Congress  as  reflected  by  the  express  language  of  Section  602  and 
its  legislative  history."*'  The  court  declined  to  construe  the  legislative  history  in  the 
manner  suggested  by  defendant,  noting  that  such  a  construction  would  vitiate  sec- 
tion 602,  leaving  it  "virtually  meaningless." 

The  court  deaded  that  the  importer  could  be  held  liable  for  infringing  importation 
because  the  language  in  section  109 — "lawfully  made  under  this  title,  means  that 
copies  or  phonorecords  were  made  and  distributed  in  the  United  States.  Since  these 
phonorecords  originated  in  the  Philippines,  the  distributors  were  not  entitled  to 
claim  a  section  109  exemption  and  thus  were  infringing  importers. 

Scorpio  held  further  than  even  if  the  defendants  themselves  had  not  brought 
phonorecords  into  the  United  States,  but  rather  received  the  phonorecords  as  the 
importer's  transferee,  anyone  in  the  chain  of  distribution  could  be  held 
contributorily  liable  for  the  importation. 

In  CBS  V.  Casino  Records  Distributors,^^  defendant  was  found  guilty  of  willful 
copyright  infringement.  The  court,  acknowledging  a  parallel  import  problem,  did  not 
focus  on  whether  or  not  the  manufacture  oi  phonorecords  in  Mexico  was  lawful, 
without  interpreting  the  first  sale  doctrine,  the  court  noted  the  sales  of 
phonorecords  in  the  United  States  without  adecniate  business  records  by  a  40-year- 
old  business  operation  warranted  the  additional  f>enalties  for  willful  infringement. 

The  celebrated  case  of  Red  Baron -Franklin  Park,  Inc.  v.  Taito  Corp.,^^  was  ulti- 
mately decided  on  grounds  other  than  the  exclusive  right  of  distribution.  The  dis- 
trict court  was  disinclined  to  follow  Scorpio's  precedent  when  Red  Baron  sued  for 
a  declaratory  judgment  to  authorize  its  use  of  Double  Dragon  videogame  circuit 
boards  purchased  in  Japan  and  imported  into  the  United  States. 

The  district  court  beUeved  that  the  initial  sale  of  the  circuit  boards  extinguished 
all  rights  that  Taito  had  under  comright  law,  including  the  right  of  public  perform- 
ance. After  a  judgment  in  favor  oi  Red  Baron,  Taito  did  not  challenge  the  district 
court  ruling  regarding  the  purchase,  sale  and  distribution  of  the  copyrighted  video 
circuit  boards.^  Instead,  Taito  argued  that  its  right  of  public  performance  had  been 
infringed  by  performance  in  public  arcades. 

Taito's  efibrts  were  rewarded  by  the  fourth  circuit's  reversal  of  the  district  court, 
but  the  result  is  inconclusive  on  the  application  of  the  first  sale  doctrine  to  the  im- 
portation provision.  The  Red  Baron  deasion  was  overturned  by  the  Computer  Soft- 
ware Rental  Amendments  Act  of  1990,  Public  Law  101-650. 

Sebastian  International  Inc.  v.  Consumer  Contacts  Ltd.,*^  refined  the  Scorpio 
precedent  in  the  Third  Circuit.  Under  Sebastian,  the  first  sale  doctrine  obviates  the 
need  for  the  copyright  owner's  consent  to  import  copyrighted  works  that  the  U.S. 
copyright  owner  manufactured  and  exported  pursuant  to  a  sale.  In  Sebastian,  the 
copyright  owner  of  labels  on  hair  care  products  sought  to  exclude  goods  that  it  had 
manufactured,  sold  and  exported  to  South  Africa.  Since  the  Supreme  Court  decision 
limiting  trademark  application  to  gray  maricet  goods,  plaintiffs  had  been  interested 
in  developing  alternative  forms  of  relief.  Here,  the  third  circuit  found  that  the  plain- 
tiff was  barred  by  the  first  sale  doctrine  from  preventing  an  unauthorized  importa- 
tion and  vacated  the  district  court's  preliminary  injunction. 

The  Sebastian  court  "confessed  some  uneasiness"  with  the  previous  appellate 
court  decision  in  its  construction  of  section  109,  reasoning  that  Scorpio's  confine- 
ment of  the  "lawfully  made"  exemption  barring  a  copyright  owner  from  establishing 
infringing  importation  where  the  copies  or  phonorecords  were  made  in  the  United 
States  does  not  fit  comfortably  within  the  scheme  of  the  Copyright  Act.  The  court 
noted  that  "when  Congress  considered  the  place  of  manufacture  important,  as  it  did 
in  the  manufacturing  requirement  of  Section  601(a),  the  statutory  language  clearly 
expresses  that  concem."^^ 

Instead  of  disturbing  Scorpio's  holding,  Sebastian  distinguished  it  from  the  "sim- 
ple factual"  situation  Sebastian  faced.  In  doing  so,  the  later  decision  holds  that 


3«H.R.  Rep.  No.  1476,  94th  Cong.,  2d  Sess.  169-70  (1976). 

^''Scorpio,  569  F.  Supp.  at  49. 

38  654  F.Supp.  677  (S.D.Fla.  1987). 

3»883  F.2d  275  (4th  Cir.  1989)  cert,  denied.  493  U.S.  1058  (1990). 

40  jf£_  aj  278. 

*i847  F.2d  i093  (3d  Cir.  1988). 

*»/d  at  1098. 
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where  the  U.S.  copjTight  owner  authorizes  the  manufacture,  sale  and  export  of  cop- 
ies or  phonorecords,  it  does  not  have  a  further  right  to  authorize  the  reimportation 
of  those  particular  copies  or  phonorecords  into  the  United  States. 

The  Sebastian  court  reacted  negatively  to  an  attempt  to  use  ancillary  copyrights 
on  trademarked  goods  to  circumvent  the  failed  attempts  to  use  trademark  law  to 
prevent  brand  dilution  from  parallel  imports. 

Despite  criticism,  Scorpio  was  followed  in  the  9th  circuit.  In  BMG  Music  v. 
Perez,*^  the  court  imposed  harsh  sanctions  for  defendant's  violation  of  a  preliminary 
injunction  against  importation  of  sound  recordings.  The  court  relied  substantially  on 
Scorpio's  interpretation  that  the  first  sale  doctrine  is  restricted  to  works  lawfully 
made  and  sold  in  the  United  States  and  the  doctrine  therefore  does  not  provide  a 
defense  to  infringing  importation  when  goods  are  manufactured  abroad.  The  court 
was  particularly  persuaded  by  the  reasoning  that  the  right  to  authorize  importation 
would  be  devoid  of  meaning  if  section  109  were  applied  to  all  copies  and 
phonorecords  manufactured  and  sold  by  copjTight  owners. 

The  Ninth  Circuit  distinguished  Sebastian  on  its  facts,  but  relied  on  Scorpio  to 
thwart  the  many  contentions  defendant  raised  to  avoid  contempt  and  willful  in- 
fringement sanctions.  Defendant's  other  contentions  were  dealt  with  expeditiously. 
For  example,  to  defendant's  argument  that  only  wholesale  importation  was  pro- 
scribed by  the  importation  provision,  the  court  replied  that  importation  of  multiple 
copies  for  commercial  resale  was  undoubtedly  the  kind  of  behavior  the  statute  in- 
tended to  restrict.'" 

Perez  also  argued  that  the  First  Amendment  might  exempt  it  from  liabihty  since 
phonorecords  of  the  works  were  unavailable  in  the  United  States.  The  court  opined 
that  this  is  not  one  of  the  rare  instances  when  First  Amendment  considerations  op- 
erate to  limit  copyright  protection  for  graphic  expression  of  newsworthy  events.** 

A  decision  in  the  Ninth  Circuit  has  also  furnished  support  for  exclusion  of  gray 
market  perfume  to  protect  extensive  economic  investment  in  the  product's  image. 
In  Parfums  Givenchy  v.  Drug  Emporium*^  defendant  had  acquired  copies  of  a  two- 
dimensional  ornamental  border  design  on  a  fragrance  container  and  imported  the 
fragrances  into  the  United  States.  Citing,  the  court  held  the  violation  of  the  impor- 
tation prohibition  by  Drug  Emporium  of  the  fragrance  was  not  excused  by  the  first 
sale  doctrine. 

In  summary,  the  holding  in  Scorpio  remains  the  majority  rule  concerning  parallel 
importation  of  copyrighted  goods.  The  district  court  rejection  of  this  rule  in  Red 
Baron  was  defused  by  the  Fourth  Circuit's  reversal  of  the  lower  court  decision.  Se- 
bastian, a  later  decision  in  the  Third  Circuit,  refined  Scorpio  but  did  not  disturb 
its  holding.  Both  are  viable  decisions.  As  the  best  representation  of  legislative  in- 
tent, Scorpio  has  served  as  an  effective  precedent  to  support  forceful  judgements  for 
copyright  owners  in  parallel  import  cases  in  the  United  States. 

IV.  HISTORY  AND  BASIC  PRINCIPLES  OF  THE  BERNE  CONVENTION 

A.  Origin  of  the  1886  Berne  Convention. 

The  Berne  Convention  of  1886  was  the  product  of  28  years  of  study  and  con- 
ferences, which  began  at  the  1858  Congress  of  Authors  and  Artists  in  Brussels,  Bel- 
gium. Several  countries  had  already  undertaken  individual  efforts  to  protect  the 
works  of  foreign  authors  on  the  basis  of  reciprocity.  In  spite  of  the  protection  af- 
forded by  the  bilateral  agreements,  negotiated  by  many  European  countries,  there 
was  still  general  dissatisfaction  with  the  system.  The  agreements  often  subjected 
copyright  protection  to  a  variety  of  conditions  and  restrictions,  and  authors  and  pub- 
lishers had  to  comply  with  a  multitude  of  formalities.  The  need  for  a  simpler  and 
more  uniform  method  of  protecting  the  works  of  authors  in  countries  other  than 
their  country  of  origin  became  apparent. 

In  1878,  during  a  Literary  Congress  held  at  Paris  under  the  chairmanship  of  Vic- 
tor Hugo,  the  delegates  established  a  permanent  international  organization — the 
International  Literary  Association.*''  During  an  1882  meeting  this  Association 
adopted  a  resolution  stating  "that  the  need  for  the  protection  of  intellectual  property 


"952  F.2d  318  (9th  Cir.  1991)  cert,  denied  120  L.Ed.2d  873  (1992). 
*^Id.  at  320. 

*«No.  CV-92-4206  MRP,  U.S.  Dist.  LEXIS  18328  (C.D.Cal.  Nov.  23,  1992). 
^'In  1884  the  word  "artistic"  was  added  and  the  organization  became  L'Association  Litteraire 
et  Artistiaue  Internationale,  a  title  by  which  it  is  still  known. 
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was  the  same  in  all  countries,  and  that  complete  satisfaction  of  this  need  could  only 
be  obtained  by  the  constitution  of  'a  union  for  literary  property* "■** 

In  1884,  the  Swiss  Federal  Council  convened  a  diplomatic  conference  at  Berne, 
and  the  third  session  of  the  conference  adopted  the  text  of  an  international  conven- 
tion for  the  protection  of  literary  and  artistic  works  in  September  1886.'*^ 

This  Convention  reflects  any  of  the  most  deeply  held  desires  of  authors  and  artists 
for  recognition  of  their  economic  rights  in  their  creations.  The  authors'  objectives 
were  bom  simple  and  radical:  that  recognition  of  copyright  in  favor  of  authors  "must 
be  made  part  of  the  legislation  of  all  civilized  countries;"  that  the  recognition  of 
copjrricht  among  states  not  be  based  upon  reciprocity;  that  no  discrimination  in 
rights  De  permitted  between  foreign  and  national  authors;  that  the  imposition  of  for- 
malities for  the  "recognition  and  protection"  of  copyright  in  foreign  works  be  curbed; 
and,  "that  all  countries  adopt  uniform  legislation  for  the  protection  of  literary  and 
artistic  worits."'*'' 

The  1886  Convention  contains  two  basic  principles  that  are  still  a  basic  part  of 
the  Berne  Convention: 

1.  The  Union  concept. 

The  contracting  states  constituted  themselves  into  a  Union  for  the  protection  of 
the  rights  of  authors  in  their  literary  and  artistic  works.  In  forming  this  Union,  the 
original  members  of  the  Berne  Convention  "sought  to  underline  that  it  was  not  a 
matter  of  merely  negotiating  a  contractual  agreement  between  a  number  of  coun- 
tries, the  duration  of  which  depended  on  the  continuing  participation  of  all  the  sig- 
natories, but  one  of  creating  a  genuine  'society*  of  states,  able  to  go  on  existing  even 
after  the  departure  of  one  or  more  of  them,  open  to  all  countries  of  the  world  and 
capable  by  periodic  revision,  of  keeping  pace  with  juridical,  technical  and  economic 
change."  "'^ 

2.  Principle  of  National  Treatment. 

One  of  the  major  advances  made  in  the  1886  Convention  was  the  adoption  of  the 
idea  that  authors  who  are  subjects  or  citizens  of  any  of  the  countries  of  the  Union 
should  enjoy  in  all  other  member  countries  the  same  protection  for  their  works  as 
those  countries  accord  their  own  authors.  This  is  the  principle  of  "national  treat- 
ment," also  referred  to  as  "assimilation  of  the  foreigner  to  the  national." 

B.  Successive  Revisions  of  the  Berne  Convention. 

Although  primitive  by  today's  standards,  the  1886  Berne  Convention  included  pro- 
visions sudi  as  the  "union  of  states"  and  national  treatment  which  remain  comer- 
stones  of  the  Convention  today.  During  the  more  than  one  hundred  years  of  its  ex- 
istence, the  Convention  has  been  revised  five  times  in  order  to  meet  changing  condi- 
tions, such  as  new  technological  developments,  that  may  affect  authors'  rights.  At 
least  through  the  1948  Brussels  revision,  the  successive  texts  have  generally  im- 
proved and  extended  the  rights  accorded  authors  and  copyright  proprietors. 

1.  1908  Berlin  Act.^'^ 
The  principal  achievement  of  the  Berlin  Revision  Conference  was  the  prohibition 
of  formalities  as  a  condition  of  the  enjoyment  and  exercise  of  rights  under  the  Con- 
vention. The  term  of  copyright  protection  was  set  for  the  life  of  the  author  plus  fifty 
years,  subject  to  different  regulation  by  the  law  of  each  country.  The  Convention 
also  extended  the  range  of  various  kinds  of  literary  and  artistic  works  to  be  pro- 
tected and  clarified  that  all  contracting  countries  were  bound  to  afford  protection 
by  their  law  to  all  of  these  works.  The  Berlin  Revision  recognized  the  exclusive 
rights  of  authors  of  musical  works  to  authorize  the  adaptation  of  these  works  and 
gave  protection  to  the  authors  of  cinematographic  works.  Translation  rights  were 
recognized  for  the  life  of  the  copyri^t  without  restriction.  Photographic  worics  were 
explicitly  included. 


*«S.  Lad  as,  The  International  Protection  of  Literary  and  Artistic  Property  75  (1938)  (herein- 
aaer  "Ladas"). 

*^The  original  text  was  signed  by  ten  countries:  Belgium,  France,  Germany,  Great  Britain, 
Haiti,  Italy,  Liberia,  Spain,  Switzerland,  and  Tunisia. 

so  Ladas  at  72. 

»i  World  Intellectual  Property  Organization,  Guide  to  the  Berne  Convention  for  the  Protection 
of  Literary  and  Artistic  Works  {Paris  Act,  1971)  9  [1978]  (hereafter  "Wipo  Guide'). 

"2  The  Berlin  Conference  of  1908  worked  the  first  major  revision  of  the  Berne  Convention,  but 
the  first  changes  were  made  by  an  1896  Paris  Conference.  This  "Additional  Act  of  Parish"  made 
perfecting  amendments  regarding  interpretation  of  the  Berne  Convention  and  firmly  recognized 
the  right  of  translation  for  a  minimum  term  of  ten  years. 


17 

2.  1928  Rome  Act. 

This  revision  expressly  recognized  the  moral  rights  of  authors,  giving  them  both 
the  right  to  claim  authorship,  and  the  right  to  object  to  modifications  of  the  work 
that  prejudicet  their  honor  and  reputation.  States  are  free  to  determine  conditions 
of  the  exercise  and  safeguard  of  these  moral  rights.  This  revision  also  specifically 
recognized  the  right  to  authorize  broadcasting  of  a  work,  but  details  of  the  right 
were  left  to  national  legislation. 

3.  1948  Brussels  Act. 

This  revision  made  mandatory  the  fifty  years  after  the  death  of  the  author  copy- 
right term  of  protection  as  the  minimum  term  of  protection.  It  also  added  general 
improvements  in  copyright  protection  including:  a  special  ri^t  of  recitation;  op- 
tional droit  de  suite,°^  subject  to  reciprocity;  and  protection  against  communication 
by  cable  of  the  broadcast  of  the  work  if  that  broadcast  is  made  by  a  body  other  than 
the  original  one.  It  recognized  cinematographic  woriis  as  a  sui  generis  category,  to 
which  works  produced  by  analogous  processes  were  added. 

4.  1967  Stockholm  Act. 

The  Stockholm  Act  created  the  World  Intellectual  Property  Organization  (WEPO) 
to  administer  the  Union.  It  extended  protection  through  assimilation  of  authors  not 
nationals  of  a  Union  country  but  having  their  habitual  residence  in  one  of  those 
countries  to  nationals  of  such  a  country  and  also  established  a  'Protocol  Regarding 
Developing  Countries,"  which  would  have  allowed  developing  countries  broadly  to 
limit  the  rights  of  translation  and  reproduction.  This  Act"  also  gave  explicit  rec- 
ognition to  and  provided  special  regulation  of  the  right  to  authorize  the  reproduction 
of  a  work  aijd  provided  other  special  rules  for  cinematographic  works. 

C.  summary  of  the  1971  Paris  Act. 

The  latest  text  of  the  Berne  Convention  was  concluded  at  Paris  in  1971.  Apart 
from  the  special  provisions  for  developing  countries  set  forth  in  an  integral  app)en- 
dix,  the  1971  Act  carries  forward  the  generally  favorable  level  of  protection  pre- 
viously enjoyed  by  authors  under  the  Berne  Convention. 

Apart  from  the  administrative  provisions  (which  we  will  not  discuss),  the  Berne 
Convention  today  contains  20  Articles,  defining  the  subject  matter  of  protection 
under  the  Convention,  setting  out  points  of  attachment  with  the  Convention  that 
give  rise  to  the  obligation  to  protect  these  works,  establishing  the  rule  of  national 
treatment  and  the  independence  of  copyright  protection  as  among  the  countries  of 
the  Union  from  protection  in  the  country  of  origin,  enumerating  certain  minimum 
economic  and  moral  rights  of  authors  with  respect  to  the  utilization  of  their  works, 
establishing  specific  opportunities  to  exempt  certain  uses  from  the  exclusive  rights 
guaranteeaby  the  Convention,  setting  down  special  provisions  taking  account  oi  the 
unique  circumstances  surrounding  the  creation  and  dissemination  of  motion  pic- 
tures, and  governing  retroactive  application  of  the  Convention. 

The  substantive  provisions  of  the  Berne  Convention  cannot  be  accurately  capsul- 
ized  in  a  summary  statement.  Indeed,  the  meaning  of  many  of  the  provisions  of  the 
Berne  Convention  cannot  fully  be  found  from  a  mere  reading  of  the  1971  Paris  Act. 
Copyri^t  treaties  simply  do  not  exist  in  isolation  from  the  domestic  copyright  laws 
of  states  party  to  such  treaties. 

The  Berne  Convention  has  three  general  types  of  provisions:  1)  specific  rules  that 
guarantee  rights  to  authors  and  proprietors;  2)  rules  that  establish  more  general  ob- 
ligations, leaving  the  details  to  national  legislation  within  specified  limits;  and  3) 
optional  rules  whose  acceptance  is  left  entirely  to  national  law.  Absent  specific  legis- 
lation, and  depending  upon  domestic  jurisprudence,  rules  that  are  susceptible  of  di- 
rect application  could  be  given  legal  effect  by  adherence  to  the  Convention.  [Article 
36].  The  range  of  options  open  to  a  member  of  the  Berne  Union  in  implementing 
Convention  obligations  is  reflected  in  the  diversity  of  national  legislative  approaches 
within  the  framework  of  the  Convention.  Of  the  many  ambiguous  questions  sur- 
rounding the  application  of  copyri^t  law  to  new  technologies  and  changes  in  user 


"This  right  to  an  interest  in  resales  of  works  of  art  and  manuscripts  is  entirely  optional  for 
member  states  and  is  available  only  on  the  basis  of  reciprocity.  Article  14ter. 

**  Because  of  its  controversial  Protocol,  develop>ed  countries  generally  refused  to  accept  the 
substantive  provisions  of  the  Stockholm  Act,  and  the  Act  is  significant  primarily  for  the  creation 
of  WIPO,  which  replaced  the  International  Bureau  of  the  Beme  Union  (BIRPI)  as  the  adminis- 
trative organization  (secretariat).  The  substantive  provisions  later  came  into  force  as  port  of  the 
successful  1971  Paris  Revision.  The  Protocol  Regarding  Developing  Countries  was  modified  to 
narrow  the  possible  exceptions  to  exclusive  rights.  The  provisions  of  the  1971  Paris  Act  are  dis- 
cussed separately  in  the  next  section  of  our  statement. 
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and  proprietary  behavior  in  the  marketplace,  Berne  may  provide  few  answers  on  its 
face  and  much  conflicting  practice  among  the  members  of  the  Union. 

With  these  caveats  in  mind,  several  generalizations  about  the  substance  of  the 
1971  Paris  Act  of  Berne  may  be  offered  for  more  precise  analysis. 

When  referring  generally  to  "literary  and  artistic  works,  the  Berne  Convention 
means  "every  production  in  the  literary,  scientific  and  artistic  domain,  whatever 
may  be  the  mode  or  form  of  its  expression."  [Article  2(1)].  The  Convention  contains 
an  illustrative  listing  of  such  works,  "painting,"  "architecture,"  "photographic  worics 
to  which  are  assimilated  works  expressed  by  a  process  analogous  to  photography," 
"illustrations,"  and  "three  dimensional  works  relative  to  geography,  topography,  ar- 
chitecture or  science,"  to  name  but  a  few.  As  in  the  United  States  copyright  law, 
the  subject  matter  of  protection  under  Berne  is  established  with  reference  to  the  cre- 
ative nature  of  a  wont,  not  its  medium  of  expression  or  any  particular  technology 
of  fixation. 

The  familiar  provisions  of  section  103  of  the  United  States  copyright  act  concern- 
ing the  protectability  of  compilations  and  derivative  works  are  reflected  in  Articles 
2(3)  and  (5)  of  the  Berne  Convention.  Further,  the  extension  of  copyright  protection 
to  governmental  or  other  official  works  is  subject  to  the  discretion  of  Union  states 
under  Article  2(4)  of  the  Convention.  The  Convention  contains  an  express  provision 
excluding  from  the  scope  of  its  obligations  that  of  protecting  by  copyright  "news  of 
the  day  or ...  miscellaneous  facts  having  the  character  of  mere  items  of  press  infor- 
mation." [Article  2(8)].  The  rationale  of  this  provision  draws  the  famiUar  line  be- 
tween the  non-protectability  of  facts,  per  se,  as  opposed  to  the  protectability  of  par- 
ticular original  expressions  of  fact,  containing  "sumcient  intellectual  effort  for  them 
to  be  considered  as  literary  and  artistic  works."^' 

The  obligations  of  states  within  the  Union  to  protect  worits  depends  upon  certain 
eligibility  criteria  being  satisfied.  Minimum  eligibility  requirements  are  specified  in 
Articles  3  and  4  of  the  Convention.  Oversimplifying  somewhat,  Berne  provides  that 
the  protection  of  the  Convention  applies  to  the  published  and  unpublished  works  of 
authors  who  are  nationals  of  a  country  of  the  Union;  and  to  the  works  of  non-Union- 
ist  authors  first  published  in  a  country  of  the  Union  (including  simultaneous  publi- 
cation in  a  Berne  and  a  non-Berne  country).  For  purposes  of  the  first  criterion,  do 
domiciliaries  of  Convention  countries  are  treated  the  same  as  nationals. 

The  second  criterion,  that  of  first  publication  in  a  Berne  Union  country,  is  the 
basis  upon  which  United  States  works  long  secured  protection  in  states  party  to 
Berne  before  the  creation  of  the  UCC.  Our  copyright  owners  used  the  device  of  si- 
multaneously publishing  works  in  the  United  States  and  the  nearest  Berne  country 
maricet:  Canada.  This  procedure  has  been  commonly  referred  to  as  the  "back  door" 
to  Berne. 

Formalities  of  a  certain  kind  cannot  be  applied  to  works  having  a  country  of  ori- 
^n  (generally  the  place  of  first  publication)  other  than  the  country  where  protection 
IS  sought.  The  Convention  by  its  terms  does  not  govern  protection  for  works  in  their 
country  of  origin.  Therefore,  formalities  can  be  maintained  for  worics  in  their  coun- 
try of  origin. 

The  Berne  Convention  contains  a  number  of  articles  establishing  minimum  terms 
of  protection,  in  general  and  for  specific  works.  As  mentioned  earlier,  the  Berne 
Convention  adopted  the  minimum  term  of  life  of  the  author  plus  50  years  post 
mortem  as  early  as  1908;  yet,  it  became  a  mandatory  requirement  only  in  1948.  Spe- 
cial minimum  terms  of  protection  are  provided  for  cinematographic  works,  anony- 
mous and  pseudonymous  works,  photographs  and  works  of  applied  art  insofar  as 
they  are  protected  as  artistic  works.  For  motion  pictures,  the  minimum  term  is  "50 
years  after  the  work  has  been  made  available  to  the  public  with  the  consent  of  the 
author,  failing  such  an  event  within  50  years  from  the  making  of  such  a  work,  fifty 
years  after  the  making."  The  provision  as  to  anonymous  and  pseudonymous  works 
is  structurally  similar  to  section  302(c)  of  the  United  States  Copyright  Act,  with  the 
exception  that  the  Convention's  minimum  term  is  50  years  from  first  publication  or 
100  years  from  creation.  The  minimum  term  of  protection  for  works  of  applied  art 
and  photographs  under  Berne  is  25  vears  from  the  making  thereof. 

The  minimum  economic  rights  of  authors  specified  in  the  Berne  Convention  are 
those  familiar  to  students  of  the  copyright  laws  of  most  countries  of  the  world,  in- 
cluding countries  outside  of  the  Berne  Convention:  the  exclusive  right  of  translation; 
the  exclusive  right  of  reproduction;  the  right  of  public  performance  or  recitation 
(which  in  Berne  is  divided  basically  into  two  broad  categories — broadcasting  and 
non-broadcasting  public  performances);  the  right  of  adaptation,  that  is,  to  authorize 
the  adaptation,  alteration  or  arrangement  of  works;  ana  the  right  to  record  musical 
works. 
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In  addition  to  the  specific  minima,  the  Convention  requires  member  states  to  ac- 
cord national  treatment  to  foreign  works,  thus  prohibiting  discrimination  against 
foreign  works  and  their  authors. 

The  Berne  Convention  does  not  contain  express  recognition  of  the  right  of  public 
distribution,  in  the  fashion  of  section  196(3)  of  the  United  States  Copyright  Law, 
nor  of  the  right  of  public  display  created  by  section  106(5)  of  the  1976  Copyright 
Act.  The  silence  of  the  Convention  on  the  ri^t  of  public  display  probably  reflects 
its  relative  novelty.  The  absence  of  specific  rules  as  to  the  scope  of  distribution 
rights  for  all  or  certain  works  may  reflect  the  variable  practices  of  states.  Some  con- 
tend that  the  distribution  ri^t  is  part  of  the  reproduction  right. 

As  is  the  case  with  national  copyright  laws,  the  Berne  Convention  permits  excep- 
tions to  exclusive  rights.  Berne  permits  exceptions  permitting  free  quotations  from 
publicly  distributed  works  "providing  that  their  making  is  compatible  with  fair  prac- 
tice and  their  extent  does  not  exceed  that  justified  by  the  purpose "  [Article  1(X1)]; 

and,  special  exemptions  favoring  the  reproduction  of  articles  on  "current  economic, 
political,  or  religious  topics"  are  permitted  under  certain  circumstances. 

Union  states  are  fiirther  allowed  to  "permit  the  utilization,  to  the  extent  justified 
by  the  purpose,  of  literary  or  artistic  works  by  way  of  illustration  in  publications, 
broadcasts  or  sound  or  visual  recordings  for  teaching,  providing  such  utilization  is 
compatible  with  fair  practice."  [Article  1(K2)1.]  And  Union  states  are  allowed,  with 
respect  to  the  exclusive  right  of  reproduction, 

to  permit  the  reproduction  of  such  works  in  special  cases,  provided  that 
such  reproduction  does  not  conflict  with  a  normal  exploitation  of  the  work 
and  does  not  unreasonably  prejudice  the  legitimate  interests  of  the  author. 
[Article  9(2).] 

With  respect  to  public  performance  rights  other  than  broadcasting,  and  apart  from 
specific  exceptions  such  as  Article  1(K2)  and  lObis,  dramatic,  dramatico-musical  and 
musical  works  are  accorded  unqualified  rights.  However,  "minor  reservations"  to 
non-broadcast  public  performances  are  tolerated  among  the  states  party  to  Berne, 
in  accordance  with  a  broad  understanding  reached  during  the  Stockholm  revision 
conference  in  1967. 

In  the  Important  area  of  public  performance  by  broadcasting,  the  Berne  Conven- 
tion establishes  a  comprehensive  right  applicable  to  traditional  broadcasting,  wire 
diffusion,  retransmission,  rebroadcasting  and  public  communication  of  broadcasts. 
Unlike  the  case  of  non-broadcast  public  performances,  however,  the  Berne  Conven- 
tion permits  the  application  of  compulsory  licenses  in  the  case  of  the  broadcasting 
right. 

The  Beme  Convention  also  contains  provisions  authorizing  states  to  legislate  ex- 
emptions permitting  ephemeral  recording,  essentially  similar  to  the  system  adopted 
in  section  112  of  the  1976  Copyright  Act. 

With  respect  to  the  rights  of  authors  of  musical  works  to  authorize  the  recording 
of   their    compositions,    the    compulsory    license    for    making    Andy    distributing 

{)honorecords  of  nondramatic  musical  works  in  the  United  States  copyright  law  has 
ong  had  its  analog  in  the  Beme  Convention. 

The  Beme  Convention  has  a  number  of  interesting  provisions  relating  to  copy- 
right in  cinematographic  works.  They  are  recent,  having  been  adopted  at  the  1967 
Stockholm  Conference,  and  put  into  effect  through  tlie  1971  Paris  Act.  To  over- 
simplify a  rather  complex  subject,  the  relevant  provisions  of  the  Beme  Convention 
attempt  to  define  minimum  rights  and  points  of  attachment  for  protection  to  cine- 
matographic works  with  reference  to  the  author  of  a  film,  while  leaving  to  national 
legislation  discretion  to  determine  who  such  an  author  is. 

Apart  from  the  economic  rights  of  authors  in  their  works  and  jjermissible  limita- 
tions upon  such  rights,  the  Beme  Convention  also  contains  the  provisions  known 
as  "moral  rights"  wnich  encompass  a  variety  of  specific  interests  authors  have  with 
respect  to  public  utilization  of  their  works,  more  in  the  nature  of  artistic  and  profes- 
sional integrity  than  pure  commerciality.  The  recognition  and  progressive  elabo- 
ration of  the  moral  rights  of  the  author  is  and  has  long  been  one  of  the  most  distinc- 
tive features  of  the  Beme  Convention. 

In  fact.  Article  6bis  of  the  Convention  does  not  necessarily  exhaust  the  potential 
scope  of  so-called  "moral  rights"  however  recognized  in  states  party  to  the  Beme 
Convention.  Some  states  include  the  right  to  first  publish  a  work  as  a  moral  rather 
than  economic  right,  or  recognize  the  author's  right  to  object  to  unfair  or  excessive 
criticism  of  his  or  her  work,  or  the  right  of  an  author  to  withdraw  a  work  from  cir- 
culation (subject  to  compensation  of  authorized  distributors).  The  Convention  does 
not  elaborate  on  the  important  question  of  assignability  or  waivability  of  moral 
rights  by  specific  agreement. 
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The  Convention  somewhat  ambiguously  establishes  minimum  obligations  regard- 
ing protection  of  works  in  existence  prior  to  the  coming  into  force  of  the  Convention, 
including  works  in  the  pubUc  domain.  [Article  18.]  This  provision,  for  retroactivity 
cuts  two  ways:  it  could  affect  protection  for  pre-existing  United  States  works  in 
other  Berne  countries,  and  restoration  of  protection  for  foreign  works  in  the  United 
States  public  domain  for  reasons  other  than  expiration  of  the  term  of  copyright.  In 
adhering  to  the  Berne  Convention,  the  United  States  took  the  position  that  retro- 
active protection  is  not  clearly  required  to  comply  with  Berne.  The  Congress  de- 
ferred fegislation  until  a  later  time  when  a  more  thorough  examination  of  Constitu- 
tional, commercial,  and  consumer  considerations  is  pwssible."'^ 

It  should  be  noted  that  the  Berne  Convention  contains  a  number  of  provisions  ap- 
plicable to  the  special  needs  of  developing  countries  which  largely  duplicate  provi- 
sions found  in  the  Universal  Copyright  Convention. 

With  three  exceptions,  the  Berne  Convention  does  not  aUow  for  any  reservations 
as  to  particular  ooligations.  Under  Article  30(1),  "gratification  or  accession  shall 
automatically  entail  acceptance  of  all  the  provisions  and  admission  to  all  the  advan- 
tages of  [the]  Convention."  The  exceptions  are:  developing  countries  may  make  res- 
ervations in  accordance  with  the  Appendix  (the  special  provisions  regarding  develop- 
ing countries);  a  country  may  decline  to  admit  tne  jurisdiction  of  the  International 
Court  of  Justice;  and  a  country  may  reserve,  at  least  temporarily,  the  right  to  apply 
the  ten  year  translation  provision  of  the  Additional  Act  of  1896.  No  other  reserva- 
tions are  permitted. 

Finally,  the  history  of  the  Berne  Convention  is  that  it  has  been  revised  about 
every  twenty  years.  The  latest  revision  was  in  1971.  Revision,  however,  requires 
unanimity,  and  in  the  1980's  this  was  perceived  as  politically  impossible.  Therefore, 
WIPO  has  suggested  a  special  agreement,  a  protocol,  under  Article  20  of  the  Berne 
Convention,  ^ch  an  agreement  must  not  conflict  with  the  provisions  of  the  Conven- 
tion and  can  only  provide  higher  rights  than  those  already  secured  by  the  Conven- 
tion. 

V.  DISTRIBUTION  RIGHTS  UNDER  TRIPS 

The  TRIPS  draft  agreement  contains  a  number  of  obligations  bearing  on  distribu- 
tion rights.  Article  11  provides  a  complex  set  of  obligations  respecting  commercial 
rental  rights  in  computer  programs  and  cinematographic  works.  Under  the  provi- 
sion, authors  and  their  successors  in  title  shall  enjoy  the  exclusive  right  to  authorize 
or  prohibit  "commercial  rental"  of  copies  of  their  works.  However,  in  respect  of  cine- 
matographic woriis,  the  obligation  is  qualified:  parties  need  not  provide  the  right 
unless  "rental  has  led  to  widespread  copying  of  such  works  which  is  materially  im- 
pairing the  exclusive  right  of  reproduction " 

Further,  Article  11  makes  clear  that  the  obligation  to  accord  rental  rights  to  com- 
puter pro-ams  does  not  extend  to  rentals  where  "the  program  itself  is  not  the  es- 
sential object  of  the  rental." 

Article  14(4)  of  the  TRIPS  provides  for  exclusive  commercial  rental  rights  to  be 
enjoyed  by  producers  of  phonograms  "and  any  other  right  holders  in  phonograms  as 
determined  in  domestic  law."  Tnis  obligation  to  accord  rights  of  authorization  or  pro- 
hibition of  record  rental  is  subject  to  a  "grandfathering'  exception.  A  state  which, 
on  the  date  of  signature  of  the  Agreement,  limits  record  rental  rights  to  a  right  to 
equitable  remuneration  may  maintain  that  system  so  long  as  the  consequences  of 
the  system  do  not  materially  impair  exclusive  reproduction  rights. 

Although  the  language  of  the  TRIPS  obligations  differs  from  United  States  law, 
the  intention  was  to  carry  forward  recognition  of  distribution  ri^ts  without  de- 
manding major  changes  in  the  law  of  most  members  of  the  Berne,  Rome  or  Geneva 
Phonograms  Conventions.  Thus,  the  provision  governing  rental  rights  in  cinemato- 
graphic works  represents  a  compromise  between  the  EC— which  is  prepared  to  rec- 
ognize rental  rights  in  the  home  video  market — and  the  United  States,  which  is  not. 
Tlie  linking  of  mandatory  rental  rights  in  cinematographic  works  with  impairment 
of  the  reproduction  right  is  essentially  a  "codification  of  how  U.S.  policy  toward 
rental  rights  is  perceived;  namely,  that  they  are  recognized  in  situations  where  un- 
controlled rental  can  readily  be  seen  as  leading  to  uncontrolled  private  copying.  Our 
concerns  on  video  rental  politically  parallel  the  concerns  of  Japan,  that  led  to  the 
"grandfathering"  of  Japan's  mixed  system  of  limited  exclusivity  followed  by  a  right 
to  an  equitable  remuneration. 

On  other  aspects  of  distribution  rights,  the  TRIPS  agreement  is  largely  silent.  It 
may  be  argued  that  the  exclusive  right  to  put  copies  of  a  woric  into  first  public  dis- 
tribution is  implicit  in  the  Berne  Convention's  exclusive  right  of  reproduction.  If  so. 
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the  incorporation  of  the  economic  rights  of  the  convention  into  the  TRIPS  (Art.  9) 
would  have  the  effect  of  including  the  first  public  distribution  right  into  the  GATT 
fVfl  m  G  wo  rlc 

This  is  a  matter  of  some  interest  and  importance.  As  our  discussion  of  U.S.  law 
makes  clear,  the  recognition  of  an  express  right  of  public  distribution,  apart  from 
other  rights  (principally  reproduction),  has  important  consequences  for  enforcement, 
particularly  against  commercial  piracy.  The  separate  basis  for  tortious  or  criminal 
action,  apart  from  infringement  of  reproduction  rights,  lays  a  basis  for  action 
against  retail  of  wholesale  distributors  of  illegal  copies  of  protected  works. 

The  TRIPS  text  does  not  deal  with  the  droit  de  suite,  nor  with  the  Public  Lending 
Right.  As  important  as  these  subjects  are  to  particular  interests,  they  are  not  yet 
central  enouwi  in  international  trade  to  warrant  express  treatment  beyond  what  is 
now  provided  in  the  Berne  Convention.  In  short,  the  regime  of  reciprocity  sanctioned 
in  Berne  for  the  droit  de  suite  remains  undisturbed  as  does  the  debate  over  whether 
the  Public  Lending  Right  is  a  right  under  copyright  and,  if  so,  is  subject  to  the  Con- 
vention's rule  of  national  treatment. 

On  the  critical  and  divisive  issue  of  exhaustion— as  a  general  principle  in  relation 
to  distribution  rights  and  with  particular  reference  to  parallel  importation  and 
international  exhaustion  of  distribution  ri^ts,  the  TRIP'S  is  calculatingly  neutral. 
Article  6  provides  that,  except  with  respect  to  national  treatment  and  MFN  obliga- 
tions, "nothing  in  this  Agreement  shall  be  used  to  address  the  issue  of  the  exhaus- 
tion of  intellectualproperty  ri^ts." 

Finally,  the  TRIPS  does  not  address  the  droit  de  destination  or  its  analogs. 

VI.  THE  BERNE  PROTOCOL:  DISTRIBUTION  AND  IMPORTATION  RIGHTS 

The  WIPO  commentary  to  the  Berne  Protocol  proposal  confirms  that  the  Berne 
Convention  does  not  contain  the  right  of  general  distribution.  However,  the  right  of 
first  distribution  and  the  right  of  importation  are  seen  as  necessary  and  inseparable 
corollary  rights  to  the  Convention's  reproduction  right. 

The  ultimate  aim  of  the  right  of  reproduction  is  to  provide  control  by  the  author 
or  other  copyright  owner  over  the  making  available  of  copies  of  the  work  to  the  pub- 
lic; this  is  the  essence  of  the  normal  exploitation  of  the  work.  Thus,  WIPO  states 
that  the  reproduction  ri^t  without  a  right  of  first  distribution  is  meaningless. 

The  Berne  Convention  does  not  contain  any  direct  provision  on  the  right  of  impor- 
tation. However,  as  the  WIPO  documents  state,  the  history  and  various  provisions 
of  the  Convention,  particularly  the  provisions  relating  to  national  treatment,  indi- 
cate that  the  rights  granted  under  Berne  have  always  been  construed  as  territorial 
rights.  Berne  articles  cited  as  support  for  this  interpretation  include.  Article  16,  con- 
cerning seizure  of  infringing  copies.  Article  13(3),  concerning  the  seizure  of  certain 
sound  recordings,  and  Article  IV  (4Xa)  of  the  Appendix  which  prohibits  the  export 
of  copies  made  hy  developing  countries  on  the  basis  of  compulsory  translation  or  re- 
production licenses.  WIPO  concludes  there  is  good  reason  to  believe  that  the  right 
of  importation  may  be  deduced  from  the  present  text  of  the  Berne  Convention  as 
an  inseparable  corollary  to  the  right  of  reproduction. 

Until  recently  the  international  situation  was  that  most  national  laws  recognized 
a  right  of  first  distribution,  and  in  most  countries  a  right  of  importation  was  not 
questioned.  However,  a  right  of  general  distribution  which  survived  the  first  sale  of 
copies  was  generally  not  recognized.  Moreover,  only  one  country,  Germany,  estab- 
lished a  public  lending  right  in  its  copyright  law.  Because  of  the  growing  importance 
of  rental  as  a  basic  form  of  exploitation  of  certain  categories  of  works  and  the  ad- 
vent of  digital  technology,  the  situation  has  changed. 

The  effect  of  rental  shops  on  certain  categories  of  works  was  potentially  disastrous 
because  rental  shops  made  substantial  sums  of  money  by  an  activity  that  under- 
mined the  market  for  the  distribution  of  copies  under  the  control  of  the  copyright 
owner,  and  because  the  distribution  right  is  exhausted  when  copies  were  sold— such 
businesses  paid  nothing  to  copyright  owners.  Recognizing  this,  a  number  of  coun- 
tries enacted  rental  rights  granting  copyright  owners  of  sound  recordings,  audio- 
visual works,  and  computer  programs  the  right  to  authorize  or  prohibit  rental.  In 
some   countries   there    are    proposals    for   such    a   right   for   owners   of  rights   in 

WIPO  notes  that  while  countries  have  been  extending  the  right  of  distribution  by 
the  recognition  of  rental  rights,  the  right  of  importation  has  not  fared  so  well.  A 
number  of  countries  have  at  opted  a  new  theory,  the  theory  of  "international  ex- 
haustion;" once  copies  are  lawfully  put  on  the  market  in  one  country,  they  may  be 
lawfully  imported  into  anv  other  country  without  authorization  of  the  author  or 
other  owner  of  copyright.  This,  WIPO  suggests,  is  based  on  a  perception  that  terri- 
torial distribution  rights  may  create  barriers  to  international  trade  because  they 
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permit  the  exclusion  of  copies  of  works  produced  under  a  license  in  one  country  from 
importation  into  other  countries  where  copies  of  the  same  works  may  not  yet  be  on 
the  market,  or  where  copies  of  the  works  may  be  on  the  market  but  for  a  different 
price,  higher  or  lower.  This  new  theory,  WIPO  states,  does  not  take  into  account 
a  well-established  principle  of  competition  law;  this  principle  is  that  the  "  Vertical' 
exercise  of  exclusive  intellectual  property  rights— such  as  the  licensing  of  distribu- 
tion rights  by  the  author  or  other  owner  of  copyright  to  different  persons  in^ different 
countnes — does  not  constitute  anti -competitive  activity."  WIPO  states  the  "principle 
of  territoriality  provides  security  for  the  chain  of  authorizations  that  permit  orderly 
supply  of  copies  for  international  distribution." 

WIPO  proposes  that  the  protocol  affirm  that  authors  and  other  copyright  owners 
now  eryoy  the  exclusive  rights  to  control  first  distribution  and  importation  for  public 
distribution  in  Berne  States  as  an  incident  of  the  Berne  Convention's  guarantees  of 

the  reproduction  right.  r  j-       i.     •         •  i.* 

WIPO  then  proposes  the  acceptance  of  a  rule  of  exhaustion  of  distribution  rights 
with  respect  to  a  particular  copy  of  a  work  following  the  first  sale  of  that  copy, 
which  is  similar  to  United  States  law.  Exceptions  to  the  exhaustion  rule  are  pro- 
posed for  five  categories:  1)  sheet  music;  2)  audiovisual  works;  3)  works  embodied 
in  recordings;  4)  computer  programs  and  5)  any  work  stored  in  an  electronic  format. 
(The  U.S.  recognizes  commercial  rental  rights  for  sound  recordings  and  computer 
programs,  which  are  subject  to  sunset  in  1997.)  The  WIPO  proposal  also  attempts 
to  duplicate  a  "grandfather"  provision  in  the  TRIPS  text  that  was  aimed  at  the  ex- 
isting record  rental  situation  in  Japan;  the  Japanese  record  rental  system  mixes 
rights  of  control  and  renumeration. 

if  these  proposals  were  final  and  the  United  States  would  wish  to  become  bound 
by  the  Protocol,  we  would  need  to  amend  our  law.  We  would  need  to  legislate  broad- 
er commercial  rental  rights  for  sheet  music,  audiovisual  works,  and  works  stored 
in  an  electronic  format.  We  would  need  to  make  permanent  the  commercial  rental 
rights  for  sound  recordings  and  computer  programs. 

The  WIPO  Protocol  proposals  are  not  final.  They  remain  under  discussion. 

Mr.  Hughes.  Thank  you  very  much,  Ralph,  for  an  excellent 
statement.  I  think  you  have  read  a  sense  of  not  just  myself,  but 
Mr.  Moorhead  and  others  on  this  committee:  A  willingness  to  work 
with  the  executive  branch  to  try  to  stay  ahead  of  the  curve  and  a 
willingness  to  work  with  our  trading  partners  around  the  world  to 
try  to  develop  a  regime  that  is  fair  and  reasonable,  that  represents 
good  copyright  policy,  and  that  treats  all  countries  with  the  respect 
that  all  sovereigns  are  entitled  to.  National  treatment  is  going  to 
be  a  very  important  component  of  any  such  discussions.  We  thank 
you  for  your  statement. 

I  wonder  if  for  the  record  you  would  describe  the  relationship  be- 
tween GATT  and  TRIPS  negotiations  and  the  Berne  Protocol  exer- 
cises that  are  underway  now. 

Mr.  Oman.  You  have  a  representative  from  the  WIPO  in  the 
hearing  room,  and  he  could  confirm  the  fact  that  the  WIPO  has 
been  watching  the  negotiations  in  the  GATT  and  in  the  NAFTA 
very  closely  to  see  if  they  could  sense  a  Rowing  consensus  that 
they  may  be  able  to  then  bring  under  cultivation.  They  are  eager 
to  make  improvements  in  the  Berne  Protocol.  I  would  think  that 
the  papers  that  they  have  circulated  have  been  drafted  with  an  eye 
on  the  advances  that  have  been  made  under  the  GATT. 

There  has  been  obviously  in  the  United  States  a  close  connection 
between  our  position  in  the  GATT  negotiation  and  the  NAFTA  ne- 
gotiation and  the  positions  we  are  taking  in  the  WIPO.  We  too  see 
the  WIPO  forum  as  another  opportunity  to  consolidate  or  sohdify 
those  gains  that  we  have  made  in  the  GATT  context,  and  the  posi- 
tions of  the  U.S.  Government  have  been  consistent  throughout  all 
of  the  negotiations.  , 

Mr.  Hughes.  I  won't  put  our  guest  on  the  spot,  because  we  didn  t 
put  him  on  notice  that  we  would  ask  him  any  such  questions.  We 
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would  welcome  any  input  he  would  like  to  give  us  on  that  or  other 
issues. 

The  WIPO  Berne  Protocol  documents  raise  a  number  of  issues 
beyond  those  we  are  addressing  today  and  will  address  on  May  27. 
I  think  there  are  about  10  in  all.  I  understand  that  the  protocol  ex- 
ercise is  at  a  preliminary  stage.  At  our  last  hearing  I  requested 
that  you  identify  those  areas  in  the  proposed  protocol  which  if 
adopted  would  require  changes  in  U.S.  organic  law.  I  wonder  how 
far  along  we  are  in  identifying  those  particular  areas  where  we 
would  have  to  modify  U.S.  law. 

Mr.  Oman.  As  it  stands  right  now,  the  protocol,  if  it  were  adopted 
as  drafted,  would  require  U.S.  law  to  be  changed  in  four  specific 
instances.  It  would  require  us  to  adopt  a  rental  right  for  audio- 
visual works;  it  would  require  us  to  make  permanent  the  rental 
right  for  sound  recordings  and  computer  programs. 

Mr.  Hughes.  Repeal  the  simset? 

Mr.  Oman.  Yes,  repeal  the  sunset. 

It  would  also  require  us  to  adopt  a  rental  right  for  sheet  music. 

Those  are  the  four  that  are  specifically  required  under  the  cur- 
rent draft. 

Mr.  Hughes.  How  about  the  rental  right  with  regard  to  elec- 
tronic format? 

Mr.  Oman.  There  is  still  some  question  as  to  what  that  actually 
means  in  the  context  of  the  Berne  Protocol.  We  had  hoped  that  the 
meeting  in  Greneva  in  June  would  clarify  what  it  was  that  the  sec- 
retariat was  driving  at  when  they  included  that  language  for  the 
first  time,  much  to  our  surprise,  in  the  current  draft  document.  I 
suspect  that  we  will  be  engaging  in  full  discussions  in  the  course 
of  that  meeting  as  to  what  exactly  was  proposed  for  that  particular 
provision. 

I  should  point  out,  Mr.  Chairman,  that  I  Hmited  my  comments 
as  to  possible  changes  in  U.S.  law  to  the  narrow  issue  of  distribu- 
tion rights.  There  are  obviously  other  issues  raised  in  the  WIPO 
documents.  For  instance,  the  continued  viability  of  the  mechanical 
compulsory  license  in  the  United  States,  which  is  controversial,  but 
if  the  WIPO  documents  were  adopted  as  written,  that  too  would  be 
a  required  change  in  U.S.  law. 

We  would  be  happy  to  update  that  list  for  you  based  on  the  latest 
draft  and  give  that  to  you  in  short  order. 

Mr.  Hughes.  What  do  you  think  the  position  of  the  U.S.  copy- 
right industries  would  be  if  the  WIPO  proposals  were  offered  en 
bloc? 

Mr.  Oman.  Speaking  of  the  copyright  industries  as  a  whole,  there 
might  be  some  muffled  screams  and  twisted  arms  in  the  back 
rooms,  but  I  think  that  they  probably  would  favor  on  balance  the 
proposals  since  they  do  promote  protection  and  increase  the  level 
of  protection  of  creators  around  the  world. 

Mr.  Hughes.  Where  do  you  think  our  Government  has  the  best 
chance  of  achieving  its  goals  and  objectives,  in  the  GATT  or  in  the 
context  of  the  protocol? 

Mr.  Oman.  It's  hard  to  separate  the  two.  The  fact  that  you  have 
more  leverage  in  the  GATT  environment  is  one  of  the  reasons  we 
made  so  much  progress  over  the  past  10  years  in  building  that 
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international  consensus  toward  a  higher  level  of  protection,  espe- 
cially in  the  enforcement  areas. 

There  are  those  who  are  very  dedicated  to  the  WIPO  and  see  it 
as  the  long-term  organization  for  protecting  the  rights  of  creators, 
and  there  is  a  strong  impulse  to  strengthen  their  position  vis-a-vis 
the  GATT.  So  even  though  there  is  no  specific  leverage  that  vfe 
could  apply  or  other  countries  could  apply  in  getting  their  way  in 
the  WIPO,  this  general  good  will  that  the  WIPO  enjoys  makes  peo- 
ple want  to  make  it  succeed,  and  we  can  use  this  to  our  advantage 
to  help  build  a  consensus  in  the  WIPO  as  well. 

Mr.  Hughes.  As  I  think  you  indicated  earlier,  obviously  WIPO 
watches  very  carefully  what  is  occurring  in  the  GATT  and,  I 
wouldn't  say  there's  competition,  but  there  is  an  interaction  that 

occurs.  ,    1      • 

Mr.  Oman.  The  United  States  has  always  recognized  the  impor- 
tance of  competition  with  strong  antitrust  laws,  and  this  no  excep- 
tion. IT 

Mr.  Hughes.  Thanks.  I  have  some  other  questions,  but  1  am 
going  to  recognize  the  gentleman  from  California. 

Mr.  MOORHEAD.  Thank  you. 

I  didn't  hear  the  fourth  point  that  you  made.  I  was  Hstening  and 
I  heard  rental  right  for  audiovisual,  make  permanent  the  record 
rental,  rental  right  for  sheet  music  and  what  was  the  other  one? 
You  said  there  were  four  changes. 

Mr.  Oman.  The  work  stored  in  electronic  medium.  It's  digital 
storage.  This  is  the  point  that  Mr.  Hughes  made. 

Mr.  MooRHEAD.  Generally,  who  is  pressing  the  hardest  for  revi- 
sion of  the  Berne  Treaty?  Can  a  revision  be  done  in  such  a  way 
as  to  be  beneficial  to  the  United  States? 

Mr.  Oman.  Ultimately  we  could  come  up  with  improvements  that 
would  be  beneficial  to  the  United  States.  The  industries  that  have 
the  most  to  gain  at  this  point  would  be  the  recording  industry  in 
the  United  States  if  we  were  able  to  adopt  a  new  instrument  that 
gave  them  the  equivalent  of  copyright  protection  around  the  world, 
something  that  we  have  not  succeeded  in  securing  heretofore. 

I  do  think  that  the  clarification  of  issues  such  as  the  importation 
right  stands  to  benefit  U.S.  copyright  owners  in  the  long  term. 
There  is  some  question  as  to  whether  or  not  explicit  protection  for 
computer  programs  is  useful  or  not.  It's  our  view  that  computer 
programs  are  already  protected  as  literary  works  under  the  Berne 
Convention.  So  you  don't  need  clarifying  language  in  the  protocol 
to  make  that  clear.  That  clarification  not  only  perhaps  is  unneces- 
sary, but  raises  a  problem  by  not  having  it  specifically  mentioned 
in  the  Berne  Convention  itself  By  raising  it  in  the  protocol,  are  we 
suggesting  that  perhaps  it's  not  protected  under  the  Berne  Conven- 
tion? We  feel  this  is  not  the  case.  We  have  expressed  that  view 
very  strenuously.  We  have  gotten  strong  support  on  that  point,  but 
that  is  a  question  that  people  worry  about. 

Mr.  MooRHEAD.  The  battle  seems  to  be  with  developing  or  Third 
World  countries,  that  they  would  like  to  use  other  people's  mate- 
rials without  payment  wherever  they  can.  How  much  influence  do 
they  have  when  it  comes  to  negotiating? 

Mr.  Oman.  They  have  not  been  as  high-profiled  recently  as  they 
had  been  in  the  past.  I  think  the  fact  that  the  GATT  negotiations 
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have  helped  bring  on  board  some  of  the  most  forceful  spokesmen 
for  the  developing  countries,  such  as  India  and  Brazil,  has  gone  a 
long  way  toward  bringing  them  into  the  process  and  being  less  of 
a  negative  force. 

The  other  advantage  that  we  could  gain  at  the  end  of  this  proc- 
ess, Mr.  Moorhead,  is  one  about  which  we  feel  very  stronglv — that 
is  the  recognition  that  national  treatment  should  be  the  underlying 
foundation  of  the  Berne  Convention;  that  we  should  not  permit 
countries  to  somehow  get  out  of  their  obligations  by  resorting  to  re- 
gimes that  rely  on  reciprocity  rather  than  national  treatment. 

In  this  regard,  you  mentioned  the  Third  World  as  being  a  prob- 
lem area,  but  in  many  ways  our  most  powerful  and  rich  trading 
partners  are  the  ones  that  are  depriving  us  of  the  greatest  amount 
of  money  because  of  these  novel  ways  they  have  of  coming  up  with 
schemes  that  deprive  U.S.  rightsholders  of  their  rightful  share  of 
a  royalty  pool.  If  we  can  get  this  acknowledgment  of  national  treat- 
ment in  the  protocol  at  the  end  of  the  process,  I  think  everybody 
will  be  very  pleased. 

Mr.  Moorhead.  The  Computer  Software  Rental  Amendments  Act 
of  1990  overturned  the  Red  Baron  decision  of  the  fourth  circuit  be- 
cause the  copyright  law  was  being  used  by  Japan  to  force  U.S.  ar- 
cades to  buy  an  entire  video  machine  rather  than  just  the  software. 
Are  you  suggesting  that  we  change  what  we  enacted  in  1990? 

Mr.  Oman.  Let  me  ask  Ms.  Schrader  to  comment  on  the  Red 
Baron  case.  She  prepared  for  that  question  eariier. 

Ms.  Schrader.  The  amendment  that  you  referred  to  is  already 
subject  to  a  sunset.  It  will  only  be  in  the  law  through  1995.  So  un- 
less you  take  some  action,  the  matter  is  resolved  there.  I  beUeve 
it  would  be  our  preference  to  have  it  go  out  of  the  law. 

Mr.  Moorhead.  Japan's  unwillingness  to  repeal  its  system  of  re- 
muneration for  record  rental,  would  that  be  similar  to  the  U.S.  po- 
sition on  video  rental? 

Mr.  Oman.  Could  you  repeat  the  question,  Mr.  Moorhead? 

Mr.  Moorhead.  Japan  has  an  unwiUingness  to  repeal  its  system 
of  remuneration  for  record  rental.  Do  we  have  a  similar  position  on 

video  rental? 

Mr.  Oman.  We  don't  have  any  right  whatsoever  on  video  rental. 
In  Japan  the  law  prohibits  the  rental  of  sound  recordings  for  1  year 
after  initial  issuance,  and  that  protects  the  sales  market  during  the 
most  popular  period  of  the  sound  recording's  existence.  In  the  Unit- 
ed States  we  don't  have  any  rental  right  for  audiovisual  works  and 
the  rightsholders  protect  themselves  by  charging  a  high  price  for 
the  initial  first  sale  and  do  not  count  on  any  after-market  revenues 
from  the  rental. 

Mr.  Moorhead.  As  we  are  discussing  these  changes,  there  is  an 
exhibition  going  on  in  another  part  of  the  Capitol,  in  the  Tele- 
communications Subcommittee,  in  which  they  show  how  tremen- 
dous the  advance  in  communications  systems  has  become,  where  a 
person  sitting  in  that  room  can  be  seen  on  all  kinds  of  forms  of 
communication  around  the  world,  in  every  part  of  the  nation.  The 
head  of  the  religious  community  in  Japan  is  going  to  be  speaking 
today.  There  is  no  way  they  can  keep  him  out  of  China  where  they 
love  to  do  that.  That  is  going  around  the  world. 
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I  think  these  changes  that  are  taking  place  everyplace  are  going 
so  fast  that  we  can  hardly  keep  up  with  it.  It  is  certainly  evidence 
that  we  constantly  need  to  watch  our  laws  and  bring  them  up  to 
date.  It  will  get  ahead  of  us  in  no  time  if  we  don't. 

I  appreciate  your  coming  this  morning.  You  do  a  great  job. 

Mr.  Oman,  lliank  you  very  much,  Mr.  Moorhead. 

Mr.  Hughes.  I  thank  the  gentleman  from  California. 

The  gentleman  from  New  York,  Mr.  Fish. 

Mr.  Fish.  Thank  you,  Mr.  Chairman.  Ralph,  welcome  to  you. 

Ralph,  if  our  aim,  and  it  seems  like  a  frequent  occurrence,  is  to 
continually  try  to  assure  copyright  owners  enjoy  their  rights,  would 
you  say  that  these  changes  in  the  Berne  Protocol  are  ofesigned  by 
and  large  to  bring  us  up  to  date  on  changes  in  technology? 

Mr.  Oman.  That  is  the  stated  objective,  and  in  many  ways  I 
think  Dr.  Bosgch,  the  director  general  of  the  WIPO,  holds  to  the 
philosophy  that  "man's  reach  should  exceed  his  grasp,  or  what's  a 
heaven  for?" 

Perhaps  some  of  the  proposals  are  too  ambitious  for  acceptance 
at  this  particular  juncture,  but  they  certainly  have  prompted  useful 
debate  and  will  move  us  in  the  right  direction  even  if  we  don't  get 
all  the  way  there  as  is  being  proposed  by  the  draft  protocol, 

Mr.  Fish.  We  know  that  the  United  States  is  very  much  of  a  late 
arrival  in  the  Berne  Convention.  Does  that  have  any  bearing  on 
what  influence  we  might  have  in  this  consideration?  Are  we  really 
a  major  player  with  our  late  entry  into  the  process? 

Mr,  Oman.  We  haven't  been  handicapped  by  our  late  entry  into 
the  Berne  Convention.  We  are  a  full  partner  in  the  debate.  Our 
views  are  respected  and  listened  to  very  carefully.  That's  not  a 
function  of  the  eloquence  or  skills  of  the  negotiators  but  the  fact 
that  the  U.S.  copyright  industries  dominate  the  world.  We  have  to 
be  listened  to;  our  views  are  extremely  important. 

Mr.  Fish.  Thank  you  very  much. 

Thank  you,  Mr.  Chairman. 

Mr.  Hughes.  I  think  the  Register  is  being  very  modest.  The  gen- 
tleman and  his  staff  are  very  well-known  and  very  well  respected 
in  the  international  community.  That's  because  of  a  lot  of  hard 
work  in  addition  to  the  fact  that  we  are  a  big  market. 

The  gentleman  from  Rhode  Island, 

Mr.  Reed.  Thank  you,  Mr.  Chairman. 

Just  one  question.  Stepping  back  and  looking  strategically  at 
these  negotiations  we  are  considering,  what  do  you  think  are  the 
critical  pitfalls  that  we  should  be  aware  of? 

Mr.  Oman.  I  see  the  opening  up  of  battle  royals  domestically  as 
the  biggest  pitfall  to  progress  internationally.  If  our  domestic  in- 
dustries could  resolve  their  differences  and  recognize  the  larger 
public  interest,  the  larger  economic  interests  of  the  United  States, 
we  could  put  together  a  much  stronger  and  consolidated  U.S.  posi- 
tion and  could  nght  for  our  rights  much  more  forcefully.  So  I  see 
the  biggest  pitfall  of  the  process  as  the  fact  that  it's  triggering  a 
lot  of  internal  debate  that  is  going  to  spill  out  into  the  public  and 
weaken  our  position  internationally. 

Mr.  Reed.  This  intermural  squabbling,  that's  different  forms  of 
media  contesting  for  different  advantages;  is  that  what  you  mean, 
Mr,  Oman? 
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Mr.  Oman.  That  is  part  of  it,  and  certain  industries  not  willing 
to  pay  any  more  money  even  though  it's  a  small  amount  compared 
to  what  we  will  gain  internationally  if  we  had  a  similar  right.  The 
traditional  disputes  between  labor  and  management  are  also  enter- 
ing into  the  picture.  In  many  ways  the  international  negotiations 
have  become  an  adjunct  to  the  domestic  negotiations,  and  it  makes 
it  very  difficult  to  put  together  a  comprehensive  U.S.  position  until 
they  resolve  their  disputes  domestically. 

Mr.  Reed.  Thank  you  very  much,  Mr.  Oman.  Thank  you,  Mr. 
Chairman. 

Mr.  Hughes.  Ralph,  have  we  yet  developed  a  U.S.  position? 

Mr.  Oman.  We  are  meeting  with  a  group  called  the  Stockholm 
Group  next  week  in  Washington — they  are  our  primary  trading 
partners  from  around  the  world — to  hear  their  views  on  the  three 
important  issues  that  are  going  to  be  discussed  at  the  June  meet- 
ing: distribution,  enforcement,  and  national  treatment.  We  have 
not  yet  formulated  a  U.S.  position,  but  we  will  do  so  shortly  after 
that  meeting  and  in  full  consultation  with  you. 

Mr.  Hughes.  That  meeting  with  the  Stockholm  Group  takes 
place  when? 

Mr.  Oman.  Next  Wednesday,  Thursday  and  Friday,  in  Washing- 
ton, at  the  Copyright  Office. 

Mr.  Hughes.  What  do  vou  see  as  the  domestic  consequences  if 
a  broad  rental  right  for  all  works  of  authorship  in  electronic  form 
was  adopted? 

Mr.  Oman.  It  would  certainlv  have  the  virtue  of  universality.  It 
would  be  very  difficult  politically  and  it  perhaps  would  give  rental 
rights  in  areas  where  it's  not  needed  to  protect  legitimate  interests 
of  the  author.  As  the  Register  of  Copyrights,  I  expect  that  it  would 
certainly  be  a  step  toward  to  putting  us  in  line  with  most  of  our 
major  trading  partners. 

Mr.  Hughes.  Do  we  have  a  universal  understanding  of  what  we 
mean  by  electronic  form  yet? 

Mr.  Oman.  We  have  been  focusing  on  the  digital  format  when  we 
talk  about  electronic  storage.  After  the  symposium  that  we  partici- 
pated in  at  Harvard  Law  School  2  or  3  weeks  ago,  I  think  the  rule 
of  thumb  suggests  that  when  we  are  talking  about  electronic  we 
are  talking  about  digital. 

Mr.  Hughes.  Does  any  country  have  a  rental  right  for  works  in 
an  electronic  format? 

Mr.  Oman.  Not  that  I'm  aware  of.  Let  me  ask  my  colleagues. 

They  know  of  none. 

Mr.  Hughes.  Thank  you  very  much.  You've  been  very,  very  help- 
ful. We  look  forward  to  hearing  hopefully  positive  reports  from  your 
meeting  with  the  Stockholm  Group. 

Mr.  Oman.  Thank  you. 

Mr.  Hughes.  Thank  you  very  much. 

I  would  like  to  call  our  panel  now.  The  panel  consists  of  Eric 
Smith,  who  is  no  stranger  to  us,  Robert  Holleyman,  and  Jon 
Baumgarten. 

Mr.  Smith  is  executive  director  and  general  counsel  of  the  Inter- 
national Intellectual  Property  Alliance.  The  alliance  is  a  coalition 
of  some  eight  trade  associations  representing  the  motion  picture, 
music,  record,  book,  and  computer  software  industries. 
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Mr.  Holleyman  is  the  president  of  the  Business  Software  Alli- 
ance. BSA  is  comprised  of  leading  business  software  publishers,  in- 
cluding Aldus,  Apple  Computer,  Autodesk,  Borland,  Lotus  Develop- 
ment, Microsoft,  Novell,  and  WordPerfect. 

Mr.  Baumgarten  is  a  partner  in  the  firm  of  Proskauer,  Rose, 
Goetz  &  Mendelsohn,  and  appears  on  behalf  of  the  Association  of 
American  Publishers. 

Mr.  Smith,  I  understand  there  is  to  be  one  statement  today;  your 
associates  will  be  here  to  respond  to  questions.  If  that  is  not  the 
case,  we  will  be  happy  to  have  you  proceed  in  any  wav  you  might 
see  fit.  We  do  have  your  statement,  which  we  have  read.  It  is  excel- 
lent. We  will  make  that  a  part  of  the  record,  without  objection.  We 
hope  you  can  summarize  so  we  can  move  right  to  questions. 

Mr.  Smith,  welcome. 

STATEMENT  OF  ERIC  H.  SMITH,  EXECUTIVE  DIRECTOR  AND 
GENERAL  COUNSEL,  INTERNATIONAL  INTELLECTUAL  PROP- 
ERTY ALLIANCE,  ACCOMPANIED  BY  JON  BAUMGARTEN, 
PARTNER,  PROSKAUER,  ROSE,  GOETZ  &  MENDELSOHN,  ON 
BEHALF  OF  THE  ASSOCIATION  OF  AMERICAN  PUBLISHERS, 
AND  ROBERT  HOLLEYMAN,  PRESIDENT,  BUSINESS  SOFT- 
WARE ALLIANCE 

Mr.  Smith.  Good  morning,  Mr.  Chairman.  Thank  you  very  much. 
That's  exactly  how  we  would  like  to  proceed. 

We  are  fortunate  that  the  industry  groups  representing  motion 
pictures,  sound  recordings,  music  publishing,  software,  and  the 
book  publishing  industry  have  forged  a  general  agreement  on  how 
to  approach  the  issue  of  distribution  rights,  which  is  why  we  have 
one  statement  and  not  eight  possible  statements. 
Mr.  Hughes.  That's  encouraging,  for  a  lot  of  reasons. 
Mr.  Smith.  Mr.  Chairman,  we  represent  more  than  1,500  compa- 
nies producing,  publishing  and  distributing  throughout  the  world 
computers  and  computer  software,  motion  pictures,  television  pro- 
grams, home  video  cassettes,  music,  records,  CD's,  audio  cassettes, 
textbooks,  trade  books,  reference  and  professional  publications  and 
journals. 

These  companies  are  the  leading  edge  of  the  world's  high  tech- 
nology, entertainment  and  publishing  industries,  and  in  a  1992  re- 
port that  we  commissioned,  the  U.S.  total  copyright  industries  ac- 
counted for  close  to  6  percent  of  the  U.S.  GDP  and  contributed  over 
$34  bilhon,  as  Congressman  Moorhead  cited  eariier,  in  foreign  rev- 
enues in  1990,  making  our  collective  industries  one  of  the  most  im- 
portant export  sectors  in  this  country,  and  we  believe  that  if  more 
current  data  were  available,  we  may  have  even  passed  the  agri- 
culture and  aerospace  industry  in  that  regard. 

Mr.  Chairman,  the  Berne  Protocol  and  new  instrument  process 
is  but  one  aspect  of  a  multipart  effort  by  the  U.S.  Government  and 
the  hundreds  of  companies  and  millions  of  authors,  artists  and 
other  creators  making  up  the  U.S.  copyright-based  industries  to  im- 
prove the  economic  climate  around  the  world  for  the  vastly  increas- 
ing trade  in  copyrighted  works. 

As  this  subcommittee  well  knows,  the  scourge  of  piracy  and  inad- 
equate protection  and  enforcement  in  far  too  many  countries,  devel- 
oped and  developing,  causes  losses  to  U.S.  authors  and  other  own- 
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ers  between  $12  billion  and  $15  billion  annually.  Increasingly,  the 
revenues  generated  by  the  sale  and  licensing  of  copyrighted  mate- 
rial are  derived  from  outside  the  United  States,  and  the  ratio  of 
foreign  to  U.S.  income  is  fast  approaching  50  percent  in  these  in- 
dustries. 

This  rapid  shift  to  reliance  on  foreign  markets  is  due  to  the  fact 
that  the  U.S.  copyright  industries  hold  a  position  of  unchallenged 
leadership  in  the  world.  America's  copyright  leadership  is  due  to 
the  nurturing  climate  afforded  by  our  culture  generally  and  sup- 
ported by  the  legal  infrastructure  reflected  in  our  Copyright  Act. 

By  necessity,  the  process  of  maintaining  this  legal  infrastructure 
now  has  an  international  dimension,  as  the  Register  so  accurately 
discussed,  and  this  means  that  the  United  States  must  reach  out 
and  create  a  worldwide  climate  in  which  creativity  is  fostered.  In 
this  endeavor,  we  must  understand  that  we  must  exercise  leader- 
ship if  we  are  to  preserve  our  competitiveness. 

To  do  this,  the  Congress  has  given  the  executive  branch  a  series 
of  bilateral  trade  tools,  of  which  the  special  301  mechanism  is  the 
most  important,  and  has  authorized  it  to  negotiate  a  GATT  agree- 
ment, which  contains  strong  disciplines  for  intellectual  property 
protection  and  enforcement. 

The  WIPO  represents  another  forum  or  tool  that  can  be  used  and 
will  be  used  to  adjust  and  fine  tune  international  copyright  protec- 
tion for  the  benefit  of  U.S.  authors  and  other  copyright  owners. 

We  commend  you  and  the  subcommittee  for  convening  these 
hearings.  The  issues  being  discussed  in  this  forum  are  among  the 
most  important  that  now  face  us  in  the  copyright  arena.  Fortu- 
nately, resolving  them  does  not  involve  the  need  to  change  U.S.  law 
in  most  instances. 

However,  there  are  aspects  of  U.S.  law  that  in  light  of  techno- 
logical advances  and  the  practices  of  our  trading  partners  need  to 
be  reexamined.  It  is  thus  essential  that  the  Congress  stay  fully  in- 
formed and  where  appropriate  even  anticipate  the  eventual  out- 
come of  these  important  discussions.  Indeed,  the  discussions  in 
WIPO  and  in  these  oversight  hearings  will  give  the  Congress  a  full 
picture  of  the  international  implications  of  proposed  changes  being 
discussed  in  all  these  fora. 

If  I  might  now  turn  to  the  subject  at  hand,  Mr.  Chairman,  the 
distribution  right.  The  copyright  industries  in  the  UFA  strongly 
support  the  adoption  of  a  distribution  right  in  both  the  protocol  and 
in  the  new  instrument.  The  explicit  recognition  of  such  a  distribu- 
tion right  advances  adequate  copyright  protection  in  two  significant 
respects. 

First,  it  ensures  that  copyright  owners  can  control  the  first  dis- 
tribution of  their  works  after  creation  and  provides  the  underlying 
conceptual  framework  for  the  creation  of  appropriate  rights  to  con- 
trol rental  and  importation. 

Second,  it  fills  an  important  gap  in  current  copyright  laws.  For 
example,  the  existence  of  a  distribution  right  provides  clear  author- 
ity for  copyright  owners  to  prevent,  through  civil  and  criminal  proc- 
ess, the  sale  of  a  pirate  copy  of  a  publisned  work  where  it  is  not 
possible  to  determine  who  reproduced  it  without  authorization. 
Clearlv,  in  many,  many  countries  throughout  the  world  the  addi- 
tion of  that  distribution  right  and  the  ability  to  attack  that  problem 
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would  be  very  helpful  if  this  Berne  Protocol  goes  forward  with  a 
distribution  right,  as  many  countries  in  the  world  do  not  have  such 
a  right  at  this  point. 

The  distribution  right  also  provides  the  appropriate  foundation 
for  the  right  of  importation,  and  as  a  consequence  of  the  territorial 
nature  of  copyright  law  also  permits  the  copyright  owners  to  con- 
trol the  first  distribution  in  a  different  territory  from  that  where 
the  work  was  first  distributed.  This  is  also  very  important. 

We  also  agree  with  the  conclusion  of  the  international  bureau  in 
its  proposal  that  the  right  of  first  distribution  is  an  inseparable  cor- 
ollary to  the  right  of  reproduction,  and  that  such  obligation  already 
exists  in  the  current  1971  text  of  the  convention.  In  this  regard,  the 
protocol  proposal  is  consistent  with  U.S.  law  in  section  106(3). 

If  I  might  now  turn  to  the  first  sale  doctrine,  or  as  the  Europeans 
would  call  it,  or  the  term  used  in  the  international  marketplace, 
the  exhaustion  of  the  distribution  right  through  first  sale. 

The  international  bureau  proposes,  consistent  with  U.S.  law  and 
international  practice  generally,  that  in  effect  the  right  of  distribu- 
tion be  limited  to  the  copyright  owner's  right  to  control  only  the 
first  authorized  distribution  of  a  work,  but  that  once  the  first  sale 
or  other  transfer  of  ownership,  and  in  some  cases  transfer  of  pos- 
session, is  made  by  the  copyright  owner,  any  subsequent  transfer 
of  that  copy  by  its  owner,  or  in  some  cases  possessor,  exhausts  the 
right. 

We  generally  support  this  proposal,  Mr.  Chairman,  but  as  dis- 
cussed further  below,  we  believe  that  we  must  be  constantly  vigi- 
lant to  ensure  that  limitations  on  the  distribution  right  do  not  con- 
flict with  the  normal  exploitation  of  the  work  or  otherwise  preju- 
dice the  legitimate  interests  of  the  copyright  owner. 

Under  U.S.  law,  in  section  109,  there  are  two  exceptions  to  the 
so-called  first  sale  doctrine,  or  to  the  theory  of  exhaustion  of  the 
distribution  right.  They  provide  that  the  distribution  right  contin- 
ues to  pertain  to  any  subsequent  rental  of  each  copy  so  transferred. 
This  is  in  the  case  of  a  sound  recording,  musical  work  on  a  sound 
recording,  or  a  computer  program.  This  is  commonly  termed  a 
"rental  right"  and  is  a  critical  feature  of  any  modem  copyright  law. 

The  IIPA  wholeheartedly  supports  the  principle  underlying  the 
proposal  to  adopt  rental  rights.  The  U.S.  Congress  has  repeatedly 
recognized  through  enactment  and  extension  of  the  record  rental 
amendment  to  the  Copyright  Act  and  through  the  more  recent  com- 
puter software  rental  amendment  that,  in  some  circumstances,  ex- 
ceptions to  the  first  sale  doctrine  in  respect  to  rental  are  necessary 
to  avoid  unreasonable  prejudice  to  the  legitimate  interests  of  copy- 
right owners  in  the  exercise  of  their  reproduction  rights. 

In  the  international  arena,  the  IIPA  has  worked  with  U.S.  nego- 
tiators and  policymakers  to  secure  inclusion  of  exclusive  rental 
rights,  at  least  as  to  sound  recordings,  musical  works  embodied  in 
sound  recordings,  and  computer  programs,  in  the  proposed  GATT 
agreement  and  TRIPS,  and  as  well  in  the  NAFTA  agreement,  the 
intellectual  property  text  there,  and  in  numerous  bilateral  IPR 
agreements  between  the  United  States  and  individual  trading  part- 
ners. 

If  I  might  now  turn  to  aspects  of  WIPO's  proposal  to  extend  rent- 
al rights  beyond  those  now  existing  in  U.S.  law.  But  let  me  say 
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first  of  all  that  the  proposal  is  clearly  to  create  rental  rights  that 
are  exclusive. 

We  strongly  concur  in  this  assessment  that  rental  rights  must  be 
exclusive,  and  we  strongly  oppose  the  bracketed  text  in  the  inter- 
national bureau's  proposal,  which  would  afford  states  that  have 
adopted  a  right  of  remuneration  in  respect  to  rental  a  reprieve 
from  the  obligation  to  provide  an  exclusive  right. 

Only  Japan  has  indicated  an  unwillingness — and  this  has  come 
up  in  the  TRIPS  context — to  repeal  its  system  of  remuneration  in 
favor  of  full  exclusive  rights.  But  even  in  this  case,  as  was  men- 
tioned before,  Japan's  law  provides  for  a  1-year  period  of  exclusiv- 
ity. Of  course  it  is  our  hope  that  Japan  will  see  the  light  and  in 
the  future  as  we  move  through  the  protocol  process  they  will 
amend  their  law  even  further  to  create  exclusive  rights  for  the  full 
term  of  50  years. 

The  proposal  lists  five  specific  categories  of  works  subject  to  post- 
first  sale  rental  and  lending  rights.  The  Register  talked  about  mu- 
sical works  in  the  form  of  graphic  notation,  or  sheet  music,  audio- 
visual works,  works  embodied  in  sound  recordings,  computer  pro- 
grams, and  the  last,  or  fifth,  any  other  kind  of  works  stored  in  elec- 
tronic, including  digital,  format.  And  I  will  get  to  that  important 
topic  in  a  minute. 

First,  sheet  music.  Today  within  the  United  States  there  exists 
a  narrow  market  for  the  rental  of  musical  works  in  the  form  of 
graphic  notation,  or  sheet  music.  It  is  customary  for  publishers  to 
rent  but  not  to  sell  scores  directly  to  orchestras  for  the  performance 
of  sjrmphonic  works,  operatic  works,  ballets  and  musicals.  Rental 
is  frequently  the  primary,  if  not  the  only  way,  in  which  orchestral 
works  are  made  available  to  their  limited  public. 

Under  current  U.S.  law,  it  is  lawful  for  third  parties  to  engage 
in  the  commercial  rental  of  scores  which  they  purchase,  and  com- 
mercial rental  libraries  do  in  fact  exist.  Their  catalogs  compete  di- 
rectly with  publishers'  marketing  efforts,  sometimes  employing 
photocopied  scores  obtained  without  authorization.  Such  a  rental 
right  would  encourage  publishers  to  increase  the  number  of  scores 
available  for  purchase  without  having  to  bear  the  risk  that  third 
parties  would  then  rent  them  without  authorization,  and  it  would 
thereby  promote  the  fuller  dissemination  of  orchestral  works. 

The  IIPA  sees  merit  in  continuing  international  and,  hopefully, 
domestic  dialog  on  the  extension  of  the  exclusive  rental  right  to 
musical  works  in  graphic  notation. 

If  I  might  turn  now  to  audiovisual  works.  As  Ralph  mentioned, 
rental  rights  in  audiovisual  works  were  recently  implemented  by 
the  EC  in  its  rental  directive  and  must  be  implemented  in  the  na- 
tional laws  of  the  12  member  states  by  July  1,  1994.  Such  rights 
also  exist  in  a  few  other  countries,  and  it  represents  a  growing 
trend. 

Under  U.S.  law  there  is  no  rental  right  in  an  audiovisual  work, 
as  we  know.  While  the  motion  picture  industry  sought  at  one  time 
to  persuade  Congress  to  adopt  such  a  right,  the  then  absence  of  the 
same  kind  of  widespread  home  copying  which  affected  the  record- 
ing industry  at  that  time  and  the  existence  of  a  thriving  market 
in  video  rental  were  determining  factors  in  Congress'  decision  not 
to  adopt  such  a  right. 
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At  this  point  the  IIPA  and  its  motion  picture  industry  members, 
MPAA  and  AFMA,  see  no  need  to  reopen  the  question  of  whether 
a  rental  right  is  appropriate  for  audiovisual  works,  nor  do  we  be- 
lieve the  U.S.  Congress  would  be  favorably  disposed  to  enact  such 
a  right  at  this  time.  However,  changes  in  technology  and  in  the 
marketplace  for  audiovisual  works  warrants  careful  monitoring  of 
this  issue. 

The  industry  is  concerned  about  a  number  of  developments 
which  may  necessitate  treating  audiovisual  works  in  the  same 
manner  as  we  now  treat  sound  recordings  and  computer  software 
with  respect  to  the  rental  right.  While  not  yet  fully  developed,  for 
example,  video  in  digital  format  may  soon  be  upon  us.  Digital  tech- 
nology applied  to  video  will  allow  the  making  of  perfect  copies  of 
valuable  films  as  it  now  does  for  music  and  sound  recordings  and 
computer  software.  We  are  only  beginning  to  see  the  development 
of  improved  video  copying  technology.  The  dual  port  VCR  is  already 
here,  but  soon  digital  VCR's  and  laser  disks  with  magnificent  high 
speed  copying  capability  will  be  developed,  which  will  allow  perfect 
copies  to  be  made  in  seconds. 

A  second  principal  reason,  Mr.  Chairman,  is  that  the  market  for 
audiovisual  works  is  increasingly  moving  away  from  rental.  Al- 
ready 60  percent  of  the  European  market  is  a  sell-through  market, 
and  my  understanding  is  that  about  55  percent  of  the  U.S.  market 
is  sell-through  as  opposed  to  rental.  These  are  astounding  num- 
bers, and  I  was  unaware  of  them  myself,  but  that's  the  way  the 
market  is  going,  to  sale  and  away  from  rental,  due  in  part  to  the 
very  low  prices  that  are  now  being  charged  for  many  films  moving 
into  the  video  cassette  market. 

If  these  predictions  are  correct,  there  will  be  little  difference  be- 
tween the  prejudice  occurring  to  the  film  producers'  reproduction 
right  due  to  unauthorized  rental  than  now  exists  for  record  produc- 
ers or  software  publishers.  This  causes  us  to  lean  heavily  toward 
supporting  a  rental  right  for  digital  video  when  that  technology  is 
upon  us,  and  we  urge  the  chairman  and  the  subcommittee  to  work 
with  us  to  closely  monitor  these  developments. 

I  would  also  add,  and  I  think  the  Register  mentioned  it,  there  is 
a  provision  in  the  TRIPS  text  which  mirrors  our  testimony.  The 
TRIPS  Dunkel  text  says  that  while  there  is  no  immediate  require- 
ment to  impose  a  rental  right  in  the  area  of  audiovisual  works, 
should  there  be  widespread  copying  in  this  area,  as  there  has  been 
widespread  copying  in  the  sound  recording  and  computer  area,  that 
countries  would  have  an  obligation  to  adopt  a  rental  right  in  this 
case. 

Finally,  works  stored  in  electronic  format,  a  very  important 
issue.  As  we  know,  this  would  include  musical  works,  audiovisual 
works,  literary  works,  compilations  and  collections,  like  electronic 
data  bases,  as  well  as  other  works,  like  digitally  stored  photo- 
graphs. The  IIPA  would  support  the  extension  of  the  rental  right 
to  works  in  digital  format. 

We  note  that  the  legislative  history  of  both  the  Record  Rental 
and  Software  Rental  Act  amendments  evidences  Congress'  recogni- 
tion that  the  threat  that  commercial  rental  will  undermine  the  le- 
gitimate and  other  market  for  works  is  particularly  high  for  works 
which,  like  sound  recordings  and  compact  disks  and  computer  pro- 
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grams,  are  made  available  to  the  public  in  digital  form.  We  are  con- 
cerned in  particular  that  the  unauthorized  rental  of  electronic  data 
bases  and  other  literary  works  made  available  in  CD-ROM  or  simi- 
lar digital  format  will  inevitably  result  in  home  copying  of  the  kind 
that  would  severely  undermine  the  normal  market  for  such  works. 

Congress  dealt  with  the  issue  of  soimd  recording  and  software 
rental  before  an  ongoing  rental  market  for  these  works  had  begun, 
in  contrast  to  the  video  situation.  For  this  reason,  we  agree  that 
the  issue  warrants  further  careful  consideration  both  at  tne  inter- 
national as  well  as  the  domestic  level. 

We  have  been  talking  about  rental  which  is  defined  in  the  pro- 
posed protocol  as  involving  for-profit  or  commercial  uses.  I  want  to 
talk  a  minute  about  the  issue  of  the  lending  right  as  defined  in  the 
protocol.  We  believe  that  the  same  analysis  applies  not  only  to  for- 
profit  rental,  but  also  to  nonprofit  lending.  Such  lending  also  can 
lead  to  the  same  type  of  private  copying  transactions  which  can  un- 
dermine the  normal  market  for  the  work.  IIPA  would  therefore 
support  removal  of  the  brackets  in  the  text  and  would  extend  the 
right  beyond  just  for-profit  rental  also  to  nonprofit  lending.  And 
U.S.  law  would  support  this  result.  The  international  bureau  in 
paragraph  49(b)(5)  suggests  narrow  exceptions  to  the  right  of  lend- 
ing. We  believe  that  those  exceptions  are  appropriate  for  certain 
kinds  of  limited  nonprofit,  cost-based  lending  activities.  Such  excep- 
tions are  contained  in  section  109  for  sound  recordings  and  com- 
puter progprams. 

Turning  now  briefly  to  the  importation  ri^ht,  Mr.  Chairman,  we 
strongly  support  the  proposal  of  the  international  bureau  to  provide 
a  right  to  control  both  the  piratical  and  parallel  importation  of 
copyrighted  works.  We  agree  that  this  right  of  importation  should 
be  included  in  the  protocol  as  an  interpretive  provision  as  well  as 
in  the  new  instrument. 

The  right  of  the  copyright  owner  to  control  both  pirated  as  well 
as  parallel  imports  is  firmly  a  part  of  U.S.  law  as  reflected  in  sec- 
tion 602(a). 

Underlying  the  exclusive  right  to  authorize  importation  is  the 
ability  to  authorize  distribution  in  a  specific  territory.  The  principle 
of  territoriality  provides  security  for  the  chain  of  authorizations 
that  permit  orderly  supply  of  copies  for  international  distribution. 

If  I  may  give  an  example  of  how  this  situation  can  work  from  a 
very  pertinent  and  present  problem  that  we  have  had  in  Taiwan. 
Taiwan  allowed  parallel  imports  and  there  was  a  very  powerful  as- 
sociation that  grew  up  in  Taiwan  that  imported  thousands  of  copies 
of  laser  disks  of  just  released  U.S.  movies  into  Taiwan.  And  as  you 
know,  the  sequential  distribution  that  exists  in  the  motion  picture 
industry  goes  from  theatrical  distribution;  about  6  months  later  to 
home  video  release;  then  to  pay  TV  or  cable  or  release  including 
in  hotels;  and  finally  to  free  television.  All  these  laser  disks  of  first- 
run  movies  that  were  coming  in  had  not  finished  their  theatrical 
run  in  Taiwan. 

The  reason  they  hadn't  finished  their  theatrical  run  is  because 
Taiwan's  theater  industry  has  gone  down  hill.  There  are  very  few 
theaters  in  which  to  put  a  very  large  number  of  films.  So  it  takes 
longer  to  "play  them  off"  in  Taiwan.  A  'Terminator  2"  or  other 
first-run  movie  might  be  scheduled  to  be  theatrically  shown  in 
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June  1993  in  Taiwan,  but  it  had  long  ago  been  released  in  home 
video  in  the  United  States.  So  all  those  home  videos  in  laser  disk 
form  were  coming  in,  were  being  used  as  masters  for  pirated  cop- 
ies, and  were  also  being  shown  in  video  parlors. 

This  has  basically  destroyed  the  theatrical  market  in  Taiwan.  It 
has  completely  undercut  the  regular  video  market.  Fortunately,  the 
Taiwan  Legislature  just  amended  its  law  to  protect  against  parallel 
imports  which  would  allow  keeping  out  these  laser  disks  and  allow 
the  theatrical  industry  to  come  back  up  to  where  it  was  a  few  years 
ago.  That's  the  kind  of  thing  that  happens  when  parallel  imports 
are  placed  outside  the  control  of  the  copyright  owner. 

The  same  kind  of  analysis,  although  different  in  each  area,  per- 
tains in  the  book,  sound  recording,  music  area  and  in  the  software 
area. 

I  should  mention  that  the  international  bureau  also  proposes  an 
exception  to  the  importation  right  for  copies  brought  in  in  personal 
baggage.  We  agree  in  principle  with  this  proposal,  Mr.  Chairman. 
However,  we  do  not  believe  it  should  be  made  applicable  to  pirati- 
cal copies,  which  should  be  prohibited  completely. 

We  believe  that  appropriate  limited  exceptions  may  be  recognized 
to  the  importation  right  in  respect  of  lawfully  made  copies.  It  is  im- 
portant, however,  that  these  be  quite  carefully  considered  in  order 
to  assure  that  in  today's  technologies  of  mass  single  reproduction 
and  instantaneous  transmission  they  not  swallow  or  inadvertently 
provide  significant  gaps  in  protection. 

We  again  commend  you,  Mr.  Chairman,  for  your  ongoing  interest 
in  these  critical  international  issues  and  domestic  issues  facing  au- 
thors and  other  copyright  owners  around  the  world.  Our  members 
look  forward  to  working  with  the  subcommittee  on  these  important 
matters.  Thank  you  very  much. 

If  I  might  ask  Mr.  Hollejrman  and  Mr.  Baumgarten  to  supple- 
ment these  remarks. 

[The  prepared  statement  of  Mr.  Smith  follows:] 

Prepared  STATEME>fT  of  Eric  H.  Smith,  Executive  Director  and  General 
Counsel,  International  Intellectual  Property  Alliance 

My  name  is  Eric  H.  Smith.  I  am  Executive  Director  of  the  International  Intellec- 
tual Property  Alliance  ("Alliance"  or  "IIPA").  IIPA  is  an  umbrella  organization 
formed  in  1984  whose  members  consist  of  eight  trade  associations,  each  of  which, 
in  turn,  represents  a  significant  segment  of  the  copyright  industries  in  the  United 
States.  lEPA  consists  of  the  American  Film  Marketing  Association  (AFMA),  the  As- 
sociation of  American  Publishers  (AAP),  the  Business  Software  Alliance  (BSA),  the 
Computer  and  Business  Equipment  Manufacturers  Association  (CBEMA),  the  Infor- 
mation Technology  Association  of  America  (ITAA),  the  Motion  Picture  Association 
of  America  (MPAA),  the  National  Music  PubUshers'  Association  (NMPA)  and  the  Re- 
cording Industry  Association  of  America  (RIAA). 

nPA  represents  more  than  1500  companies  producing,  publishing,  and  distribut- 
ing throughout  the  world  computers  and  computer  software,  motion  pictures,  tele- 
vision programs  and  home  videocassettes,  music,  records,  CDs  and  audio  cassettes, 
textbooks,  trade  books,  reference  and  professional  publications  and  journals.  These 
companies  are  the  leading  edge  of  the  world's  high  technology,  entertainment  and 
publishing  industries.  In  a  1992  report  commissioned  by  IIPA,  the  U.S.  total  copy- 
right industries  accounted  for  5.8%  of  the  U.S.  Gross  Domestic  Product  and  contrib- 
uted over  $34  billion  in  foreign  revenues  in  1990,  making  it  one  of  the  U.S.'  most 
iniportant  export  sectors. 

Today  I  am  joined  by  representatives  of  two  of  our  members.  Robert  Holleyman 
is  President  of  the  Business  Software  Alliance  (BSA).  BSA's  nine  member  companies 
provide  about  71  percent  of  the  world's  prepackaged  software  for  personal  computers 
published  by  U.S.-based  companies.  Members  include  Aldus  Corporation,  Apple 
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Computer,  Auto  desk,  Inc.,  Borland  International,  Lotus  Development,  Microsoft, 
Novell  and  WordPerfect.  BSA's  members  are  vitally  interested  in  the  protection  af- 
forded to  computer  programs  not  only  in  the  UiS.  but  in  every  country  in  the  world 
where  software  is  sold,  as  are  the  members  of  the  two  other  software  based  associa- 
tions in  the  IIPA— CBEMA  and  ITAA. 

Also  joining  me  is  Jon  Baumgarten,  counsel  to  the  Association  of  American  Pub- 
lishers (AAP).  He  is  a  partner  in  the  firm  of  Proskauer,  Rose,  Goetz  and 
Mendelsohn.  AAP  is  the  trade  association  of  the  U.S.  book  publishing  industry  with 
approximately  225  members.  AAP  members  publish  trade  and  textbooks,  profes- 
sional and  reference  books  and  scholarly  journals  in  both  print  and  increasingly  in 
electronic  form. 

INTERNATIONAL  TRADE  AND  THE  NfULTILATERAL  COPYRIGHT  REVISION  PROCESS 

The  Register  of  Copyrights,  Ralph  Oman,  has  provided  overall  background  to 
place  into  context  the  Berne  Protocol  and  New  Instrument  process. ^  This  process  is 
but  one  aspect  of  a  multi  part  effort  by  the  United  States  Government  and  the  hun- 
dreds of  companies  and  millions  of  authors,  artists  and  other  creators  making  up 
the  U.S.  copyright-based  industries  to  improve  the  economic  climate  around  the 
world  for  the  vastly  increasing  trade  in  protected  worits.  As  this  Committee  well 
knows,  the  scourge  of  piracy  and  inadequate  protection  and  enforcement  in  far  too 
many  countries,  oeveloped  and  developing,  causes  losses  to  U.S.  authors  and  other 
copyright  owners  of  between  $12  and  $15  billion  annually.  Increasingly,  the  reve- 
nues generated  by  the  sale  and  licensing  of  copyrighted  material  are  derived  from 
outside  the  United  States — in  the  U.S.  software,  music  publishing  and  recording  and 
motion  picture  industry  the  ratio  of  foreign  to  U.S.  income  is  fast  approaching  50%. 
This  rapid  shift  to  reliance  on  foreign  markets  is  due  to  the  fact  that  the  U.S.  copy- 
right industries  hold  a  position  of  unchallenged  leadership  in  the  world.  Works  cre- 
ated by  Americans  are  the  most  desired  around  the  world  and  without  question  the 
U.S.  holds  a  clear  competitive  edge  as  we  approach  the  21st  century. 

America's  copyright  leadership  is  due  to  the  nurturing  climate  anorded  by  our  cul- 
ture and  supported  by  the  legal  infrastructure  reflected  in  our  Copyright  Act.  This 
law  has  been  singularly  successful  in  encouraging  this  creativity  and  the  vast  in- 
vestments necessary  to  deliver  its  best  fruits  to  the  international  marketplace.  Due 
to  the  constant  attention  provided  by  this  Committee,  the  U.S.  Copyright  Act  has 
been  regularly  reviewed  and  revised  to  fine-tune  its  provisions  to  tne  new  de- 
mands— and  sometimes  threats — posed  by  rapid  technological  change. 

By  necessity,  the  process  of  maintaining  this  legal  infrastructure  now  has  an 
international  dimension  that  means  the  U.S.  must  reach  out  and  create  a  worldwide 
climate  in  which  creativity  is  fostered.  In  this  endeavor,  we  must  understand  that 
we  must  exercise  leadership  if  we  are  to  preserve  our  competitiveness.  To  do  this, 
the  Congress  has  given  the  Executive  Branch  a  series  of  oilateral  trade  tools,  of 
which  the  Special  301  mechanism  is  the  most  important,  and  has  authorized  it  to 
negotiate  a  multilateral  trade  regime  in  the  GATT  which  includes  strong  disciplines 
covering  copyright  protection  and  enforcement.  WIPO  represents  another  forum,  or 
tool,  that  can  be  used  to  adjust  and  fine-tune  international  copyright  protection  for 
the  benefit  of  U.S.  authors  and  other  copyright  owners. 

We  commend  the  Chairman  and  the  Subcommittee  for  convening  hearings  on  the 
Berne  Protocol  and  New  Instrument  process.  The  issues  being  discussed  in  this 
forum  are  among  the  most  important  that  now  face  us  in  the  copyright  arena.  For- 
tunately resolving  many  of  these  issues  does  not  involve  the  need  to  change  U.S. 
law.  However,  there  are  aspects  of  U.S.  law  that,  in  light  of  technological  advances, 
and  the  practices  of  our  trading  partners,  need  to  be  reexamined.  It  is  thus  essential 
that  the  Congress  stay  fully  informed  and,  where  appropriate,  even  anticipate  the 
eventual  outcome  of  these  important  discussions.  Indeed,  the  discussions  in  WIPO 


iThe  meeting  at  the  end  of  June,  1993  will  be  the  third  meeting  of  the  WIPO  Committee  of 
Experts  to  consider  the  creation  of  a  Protocol  to  the  Berne  Convention  and  the  possible  creation 
of  a  new,  bridging  instrument  which  would,  in  efTect,  supplant  the  existing  conventions  govern- 
ing protection  of  sound  recordings  in  favor  of  a  new  treaty,  covering  both  performers  in,  and 
producers  of  phonograms.  The  WIPO  documents  being  considered  are  Questions  Concerning  a 
Possible  Protocol  to  the  Berne  Convention  Part  III.  New  Items  (Memorandum  Prepared  by  the 
International  Bureau  for  the  Committee  of  Experts  on  a  Possible  Protocol  to  the  Berne  Conven- 
tion for  the  Protection  of  Literary  and  Artistic  Works,  3d  Sess.),  Doe  No.  BCP/CE/IIU2-III  (1993) 
("Berne  Protocol  Memorandum");  Questions  Concerning  a  Possible  Instrument  on  the  Protection 
of  the  Rights  of  Performers  and  Producers  of  Phonograms  (Memorandum  Prepared  by  the  Inter- 
national Bureau  for  the  Committee  of  Experts  on  a  Possible  Instrument  on  the  Protection  of 
the  Rights  of  Performers  and  Producers  of  Phonograms),  Doe.  No.  INR/CE/I/2  (1993)  ("New  In- 
strument Memorandum"). 
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and  in  these  oversight  hearings  will  give  the  Congress  a  full  picture  of  the  inter- 
national implications  of  proposed  changes  being  discussed  in  all  these  fora. 

The  hearings  are  confined  to  two  of  the  three  "new  items"  that  wiU  be  discussed 
at  the  June  Committee  of  Experts  meeting — the  distribution  right,  including  impor- 
tation right  and  national  treatment.  Today  the  Subcommittee  takes  up  the  distribu- 
tion right. 

THE  DISTRIBUTION  RIGHT  GENERALLY 

The  copyright  industries  in  the  IIPA  strongly  support  the  adoption  of  a  distribu- 
tion right  in  Doth  the  Protocol  and  in  the  New  Instrument.  Because  the  Berne  Con- 
vention does  not  explicitly  refer  to  an  exclusive  right  of  an  author  or  other  copyri^t 
owner  to  control  the  distribution  of  a  work,  many  countries  have  not  created  such 
an  explicit  right.  The  explicit  recognition  of  such  a  distribution  right  advances  ade- 
quate copyri^t  protection  in  two  significant  respects.  First,  it  ensures  that  copy- 
right owners  can  control  the  first  distribution  of  their  works  after  creation  and  pro- 
vides the  underlying  conceptual  framework  for  the  creation  of  appropriate  rights  to 
control  rental  and  importation.  Second,  it  fills  an  important  gap  in  many  current 
copyright  laws.  For  example,  the  existence  of  a  distribution  right  provides  clear  au- 
thority for  copyright  owners  to  prevent,  through  civil  and  criminal  process,  the  sale 
of  a  pirate  copy  of  a  published  work  where  it  is  not  possible  to  determine  who  repro- 
duced it  without  authorization.  While  virtually  all  laws  acknowledge  that  the  n^t 
of  reproduction  implies  the  existence  of  an  exclusive  right  of  first  distribution,  it  is 
the  subsequent  distribution  of  unauthorized  copies  which  the  existence  of  a  full  dis- 
tribution right  clearly  covers.  The  distribution  right  also  provides  the  "appropriate 
foundation"  for  the  right  of  importation  and,  as  a  consequence  of  the  territorial  na- 
ture of  copyright  law,  also  permits  the  copyri^t  owner  to  control  the  first  distribu- 
tion in  a  dmerent  territory  from  that  where  the  work  was  first  distributed. 

We  also  agree  with  the  conclusion  of  the  International  Bureau  that  the  right  of 
first  distribution  is  an  "inseparable  corollary  to  the  right  of  reproduction"^  and,  as 
discussed  further  below,  that  the  right  of  importation  occupies  the  same  status.^ 
This  conclusion  is  particularly  important  because  it  establishes  that  such  obligation 
already  exists  in  the  current  1971  text  of  the  Convention. 

U.S.  law,  in  Section  106(3),  correctly  recognizes  not  only  that  a  right  of  first  dis- 
tribution must  be  afforded  copyright  owners  out  acknowledges  that  the  right  to  con- 
trol subsequent  distribution,  subject  of  course  to  the  first  sale  doctrine  in  Section 
109,  is  also  an  essential  element  of  a  copyright  owners'  panoply  of  exclusive  rights. 

THE  FIRST  SALE  DOCTRINE  OR  THE  EXHAUSTION  OF  THE  DISTRIBUTION  RIGHT  THROUGH 

FIRST  SALE 

The  International  Bureau  proposes,  consistent  with  U.S.  law  and  international 
practice  generally,  that,  in  effect,  the  right  of  distribution  be  limited  to  the  copyright 
owner's  right  to  control  only  the  first  authorized  distribution  of  a  worit,*  but  that 
once  the  first  sale  or  other  transfer  of  ownership  (and  in  some  cases,  transfer  of  pos- 
session) is  made  by  the  copyright  owner,  any  subsequent  transfer  of  that  copy  by 
its  owner  (or  in  some  cases  possessor)  "exhausts"  the  right  (the  term  most  commonly 
used  internationally).  Put  another  way,  it  is  an  exception  to  or  limitation  on  the  ex- 
clusive distribution  ri^t  (the  articulation  of  the  principle  in  U.S.  law).  We  generally 
support  this  proposal,  but  as  discussed  further  below,  we  believe  that  we  must  be 
constantly  vigilant  to  ensure  that  limitations  on  the  distribution  right  to  provide 
only  a  right  of  first  distribution  do  not  conflict  with  the  normal  exploitation  of  the 
work  or  prejudice  the  legitimate  interest  of  the  copyright  owner. 

Under  U.S.  law,  in  Section  109,  there  are  two  exceptions  to  the  so-called  "first 
sale"  doctrine  (or  to  the  theory  of  the  "exhaustion"  of  the  distribution  right).  They 
provide  that,  despite  the  transfer  of  the  ownership  of  a  copy  of  a  sound  recording, 
including  the  musical  works  embodied  in  a  sound  recording,  or  of  a  computer  pro- 
gram by  the  comright  owner,  the  distribution  right  continues  to  pertain  to  any  sub- 
sequent "rental  of  each  copy  so  transferred.  This  is  commonly  termed  a  '  rental 
right"  and  is  a  critical  feature  of  any  modem  copyright  law.  However,  the  Inter- 
national Bureau  proposes  to  extend  such  rental  rights  to  new  works  and  classes  of 
works  not  now  covered  by  the  rental  right  in  U.S.  law.  The  International  Bureau 


*  Berne  Protocol  Memorandum,  paragraph  22. 

^Id.,  paragraph  23. 

*Id.,  paragraph  21.  As  discussed  above,  however,  certain  aspects  of  the  right  of  distribution 
proposed  here  "survive"  the  first  authorized  sale  of  any  particular  copy.  Also,  of  course,  the  rent- 
al right  and  the  "right  of  lending"  are  also  proposed  to  survive  the  first  sale. 
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also  proposes  to  extend  such  right  beyond  "rental"  (defined  as  "for-profit")  to  "lend- 
ing" activities  (defined  as  "non-profit"). 

RENTAL  AND  LENDING  RIGHTS:  COROLLARY  TO  THE  REPRODUCTION  RIGHT  AND 
EXCEPTION  TO  THE  DISTRIBUTION  RIGHT 

The  International  Bureau's  proposal  recognizes,  for  specified  categories  of  works, 
an  exclusive  right  to  authorize  or  prohibit  the  rental  of  copies  that  survives  first 
sale  (or  other  transfer  of  ownership)  of  such  copies.  The  UPA  wholeheartedly  sup- 
ports the  principle  underlying  this  proposal.  ,      ,  ,  o 

The  United  States  Congress  has  repeatedly  recognized— through  enactment  and 
extension  of  the  Record  Rental  Amendments  of  the  Copyright  Act  and  through  the 
more  recent  Computer  Software  Rental  Amendments— that  in  some  circumstances 
exceptions  to  the  first  sale  doctrine  in  respect  of  acts  of  commercial  rental  are  nec- 
essaiy  to  avoid  unreasonable  prejudice  to  the  legitimate  interests  of  copyright  own- 
ers and  beneficiaries.  Members  of  the  lEPA,  in  their  individual  capacities,  actively 
supported  enactment  of  these  measures. 

In  the  international  arena,  the  IIPA  has  worked  with  U.S.  negotiators  and  policy 
makers  to  secure  inclusion  of  exclusive  rental  rights,  at  least  as  to  sound  recordings, 
musical  works  embodied  in  sound  recordings,  and  computer  programs,  in  the  pro- 

gosed  GATT  agreement  on  the  Trade-Related  Aspects  of  Intellectual  Prc^perty 
ights,  in  the  intellectual  property  chapter  of  the  North  American  Free  Trade 
Agreement,  and  in  numerous  bilateral  IPR  agreements  between  the  U.S.  and  indi- 
vidual trading  partners.  We  are  gratified  that  these  efforts,  over  the  course  of  nearly 
a  decade,  have  contributed  to  building  what  the  International  Bureau  describes  as 
"fairly  general"  international  support  for  post-first-sale  rental  rights  in  certain  cat- 
egories of  woriis.  ,11 

Several  aspects  of  the  International  Bureau's  proposal  on  rental  rights  deserve 
special  comment.'  First,  it  is  proposed  that  post-first-sale  rental  rights  be  exclusive 
rights.  The  Berne  Protocol  memorandum  notes  that  "[t]he  restriction  of  exclusive 
rights  to  a  mere  right  of  remuneration  should  only  be  allowed  in  exceptional  cases 
where  there  are  specific  reasons  for  such  restriction.  In  the  case  of  the  right  of  rent- 
al, in  general,  there  seem  to  be  no  such  reasons."^  The  IIPA  strongly  concurs  in  this 
assessment.  However,  we  strongly  Oppose  the  International  Bureau  s  bracketed  text 
in  paragraph  49(bXiv),  which  would  afford  states  that  have  adopted  a  right  of  reniu- 
neration  in  respect  of  rental  a  reprieve  from  the  obligation  toprovide  an  exclusive 
right.  Only  Japan  has  indicated  an  unwillingness,  in  the  TRIPS  context,  to  repeal 
its  system  of  remuneration  in  favor  of  full  exclusive  rights.  But  even  in  this  case, 
Japan's  law  provides  for  a  one-year  period  of  exclusivity. 

Second,  the  International  Bureau  s  proposal  lists  four  specific  categories  of  works 
subject  to  post-first-sale  rental  and  lending  rights— musical  works  in  the  form  of 
graphic  notation,  audiovisual  works,  works  the  performances  of  which  are  recorded 
in  sound  recordings,  and  computer  programs— plus  "any  other  kinds  of  works  stored 
in  electronic  (including  digital)  format.^'  As  noted  above,  the  U.S.  Copyright  Act  ex- 
tends post-first-sale  rental  ri^ts  only  to  sound  recordings,  musical  works  recorded 
in  sound  recordings,  and  computer  programs.  We  would  like  to  take  a  moment  to 
address  the  proposal  to  include  additional  works. 

1.  Musical  Works  in  the  Form  of  Graphic  Notation 

Today,  within  the  United  States,  there  exists  a  narrow  maricet  for  the  rental  of 
musical  works  in  the  form  of  graphic  notation— or  "sheet  music."  It  is  customary  for 
publishers  to  rent  scores  directly  to  orchestras  for  the  performance  of  symphonic 
works,  operatic  works,  ballets  and  musicals.  Rental  is  frequently  the  primanr,  if  not 
the  only,  way  in  which  orchestral  works  are  made  available  to  their  limited  public. 
Revenues  generated  by  acts  of  direct  rental  benefit  the  composer  of  the  work,  as 
well  as  its  publisher.  They  also  enable  publishers  to  recover  costs  associated  with 
publishing  the  orchestral  parts  of  the  composition,  and  printing,  storing  and  restor- 
ing copies  of  the  work.  . 

Under  current  U.S.  law,  it  is  lawful  for  third  parties  to  engage  in  the  commercial 
rental  of  scores  which  they  purchase,  and  commercial  rental  libraries  do,  in  fact, 
exist.  These  third  parties  profit  from  the  rental  transaction,  but  make  no  contribu- 
tion to  the  work's  development  or  copying  publication,  or  to  sustaining  the  creative 
process.  Their  catalogues  compete  directly  with  publishers'  marketing  eflbrts,  some- 
times employing  photocopied  scores  obtained  without  authorization.  An  exclusive 
rental  right  would  enable  copyright  owners  to  prohibit  rental  by  third  parties.  Such 

*7d.,  paragraph  49(bXiii)  and  paragraphs  26-36. 
'Id.,  paragraph  4S. 
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a  right  would  encourage  publishers  to  increase  the  number  of  scores  available  for 
purchase — without  having  to  bear  the  risk  that  third  parties  would  then  rent  them 
without  authorization — and  thereby  promote  the  fuller  dissemination  of  orchestral 
works.  Owing  to  the  special  nature  and  limited  market  for  orchestral  scores,  the 
IIPA  sees  merit  in  continuing  international  (and  hopefully  domestic)  dialogue  on  the 
extension  of  an  exclusive  rental  right  to  musical  works  in  graphic  notation. 

2.  Audiovisual  Works 

The  International  Bureau  also  proposes  an  exclusive  rental  right  for  audiovisual 
works.  Such  rights  were  recently  implemented  by  the  EC  in  its  Rental  Directive  and 
must  be  implemented  in  the  national  laws  of  the  twelve  member  states  by  July  1, 
1994.'^  Such  rights  also  exist  in  a  few  other  countries.  It  represents  a  growing  trend. 

Under  U.S.  law,  there  is  no  rental  right  in  an  audiovisual  work.  Umike  the  situa- 
tion facing  the  recording  and  software  industry  where  rental  was  never  a  means 
chosen  by  the  copyright  owner  to  market  its  work,  rental  is  a  viable  and  valuable 
mechanism  through  which  videocassettes  are  made  available  for  home  viewing. 
While  the  motion  picture  industry  sought  at  one  time  to  persuade  Congress  to  adopt 
such  a  right,  the  men  absence  of  the  same  kind  of  widespread  home  copying  which 
affected  tne  recording  industry  and  the  existence  of  a  thriving  market  in  video  rent- 
al were  determining  factors  in  Congress'  decision  not  to  adopt  such  a  right. 

At  this  point,  the  IIPA  and  its  motion  picture  industry  members,  MPAA  and 
AFMA,  see  no  need  to  reopen  the  question  of  whether  a  rental  right  is  appropriate 
for  audiovisual  works,  nor  do  we  believe  the  U.S.  Congress  would  be  favorably  dis- 
posed to  enact  such  a  right  at  this  time.  However,  changes  in  technology  and  in  the 
marketplace  for  audiovisual  works  warrants  carefiil  monitoring  of  this  issue.  The  in- 
dustry 18  concerned  about  a  number  of  developments  which  may  necessitate  treating 
audiovisual  works  in  the  same  manner  as  sound  recordings  and  computer  software 
as  regards  a  renhl  right.  First  is  the  potential  advent  of  digital  video  and  digital 
VCRs.  While  not  yet  mlly  developed,  video  in  digital  format  may  soon  be  upon  us. 
Digital  technology  applied  to  video  will  allow  the  making  of  perfect  copies  of  valu- 
able films  as  it  now  does  for  music  and  sound  recordings.  We  are  only  beginning 
to  see  the  development  of  improved  video  copying  technology.  The  dual-port  VCR  is 
already  here;  but  soon  digital  VCRs  and  laser  disks  (with  copying  capability)  will 
be  developed  which  will  allow  perfect  copies  to  be  made  in  seconds.  Second,  the  mar- 
ket is  increasingly  moving  away  from  rental.  Already,  60%  of  the  European  market 
is  "sell-through  ,  not  rental.  The  clear  trend  is  to  market  films  for  sale  at  even  lower 
prices. 

If  these  predictions  are  correct,  there  will  be  little  difference  between  the  preju- 
dice occurring  to  the  film  producers'  reproduction  right  due  to  unauthorized  rental, 
than  now  exists  for  record  producers  or  software  publishers.  This  causes  us  to  lean 
heavily  toward  supporting  a  rental  right  for  digital  video  when  that  technology  is 
upon  us  and  we  urge  the  Chairman  and  the  Subcommittee  to  work  with  the  indus- 
try to  closely  monitor  these  developments. 

3.  Works  Stored  in  Electronic  (Including  Digital)  Format 

The  International  Bureau  has  also  proposed  that  exclusive  post-first-sale  rental 
rights  extend  broadly  to  all  works  stored  m  electronic  or  digital  format.  This  would 
include  musical  works  and  the  audiovisual  works  in  digital  format  mentioned  above, 
literary  works  and  compilations  and  collections  like  electronic  databases  as  well  as 
other  works  like  digital-stored  photographs.  The  IIPA  would  support  the  extension 
of  tiie  rental  right  to  works  in  digital  format.  We  note  that  the  legislative  history 
of  both  the  Record  Rental  and  Computer  Software  Rental  Amendments  to  U.S.  law 
evidences  Congress's  recognition  that  the  threat  that  commercial  rental  will  und,er- 
mine  the  legitimate  and  other  worics  market  for  protected  works  is  particularly  high 
for  works  which,  like  sound  recordings  in  compact  discs  and  computer  programs,  are 
made  available  to  the  public  in  digital  form.  We  are  concerned,  in  particular,  that 
the  unauthorized  rental  of  electronic  databases  and  other  literary  worits  made  avail- 
able in  CD  ROM  or  similar  digital  format  will  inevitably  result  in  home  copying  of 
the  kind  that  would  severed  undermine  the  normal  market  for  such  works.  Con- 
gress dealt  with  the  issue  of  sound  recording  and  software  rental  before  an  ongoing 
rental  market  for  these  works  had  begun.  For  this  reason,  we  agree  with  the  Inter- 
national Bureau  that  the  issue  of  exclusive  rental  rights,  along  with  the  broader 
range  of  questions  surrounding  the  distribution  of  works  in  digital  format,  warrants 
furtner  careful  consideration,  both  at  the  international  as  well  as  the  domestic  level. 
We  look  forward  to  participating  in  the  continuing  international  (and  hopefully  do- 
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mestic)  dialogue  and  to  working  with  the  Congress,  with  U.S.  negotiators  and  policy 
makers  in  forging  a  U.S.  position  in  this  area. 

In  the  above  discussion,  we  have  been  referring  to  commercial  rental,  or  rental 
"for-profit"  as  defined  by  tne  International  Bureau.  However  the  very  same  analysis 
applies  as-well  to  "non-profit"  lending  which  can  also  lead  to  private  copying  trans- 
actions which  can  undermine  the  normal  market  for  the  wore.  UPA  would,  there- 
fore, support  removal  of  the  square  brackets  from  the  words  "or  public  lending"  in 
paragraph  49(b)(ui).  U.S.  law  also  supports  this  result,  though,  as  also  suggested 
by  the  mtemational  Bureau  in  paragraph  49(b)(5),  narrow  exceptions  to  the  Vight 
of  lending^  are  appropriate  for  certain  kinds  of  limited  non-profit,  cost-based  lending 
activities.  Such  exceptions  are  contained  in  Section  109(bKlXA)  and  (2XA)  for  sound 
recordings  and  computer  programs.  IIPA  would,  therefore,  not  object  to  removal  of 
the  square  brackets  on  paragraph  49(bX5). 

IMPORTATION  RIGHT 

We  support  the  proposal  of  the  International  Bureau  as  detailed  in  Article 
(49Xb)(vi)  providing  the  author  of,  or  other  owner  of  copyright  in,  a  work  with  the 
exclusive  right  to  authorize  the  imjportation  of  copies  even  after  sale  or  other  trans- 
fer of  ownership,  and  regardless  of  whether  the  copies  were  made  with  his  author- 
ization. We  agree  that  this  right  of  importation  should  be  included  in  the  Protocol 
as  an  interpretative  provision,  as  well  as  in  the  New  Instrument.  The  right  of  the 
copyright  owner  to  control  both  pirated  as  well  as  parallel  imports  is  firmly  a  part 
of  U.S.  law  reflected  in  Section  602(a).  The  U.S.  has  strongly  supported  the  forging 
of  international  rules  in  this  area  as  an  essential  element  of  the  copyright  owners 
exclusive  rights  and  as  a  necessary  element  to  efficient  and  fair  world  trade  in  copy- 
righted works. 

Underlying  the  exclusive  right  to  authorize  importation  is  the  ability  to  authorize 
distribution  limited  to  a  specific  territory.  The  principle  of  territoriality  provides  se- 
curity for  the  chain  of  authorizations  that  permit  orderly  supply  of  copies  for  inter- 
national distribution.  Territoriality  is  not  merely  a  legal  doctrine;  it  reflects,  instead, 
fundamental  business  sense  and  practices  that  nave  benefitted  the  world  maritet  for 
copyrighted  works. 

Tlie  recognition  of  this  right  to  object  to  unauthorized  importation  is  essential  to 
the  abiUty  of  U.S.  copyright  holders  to  exercise  their  rights  to  normal  exploitation 
of  their  copyrighted  works.  It  is  the  practice  for  each  of  our  industries  to  seek  the 
widest  possible  distribution  of  copies  of  our  products.  Many  times  this  entails  ad- 
justments to  local  conditions. 

In  the  case  of  books,  for  example,  U.  S.  publishers  are  able  to  keep  the  costs  to 
domestic  consumers  reasonable  because  of  the  additional  income  provided  through 
licenses  to  publishers  who  are  committed  and  able  to  effectively  attend  to  the  exploi- 
tation of  the  work  in  specific  territories.  Other  forms  of  exploitation  are  the  sale  and 
licensing  of  low  cost  editions  (including  college  and  graduate  school  textbooks)  priced 
and  configured  to  local  market  circumstances.  The  only  way  these  books  can  be  pro- 
vided to  students  and  the  public  at  an  afibrdable  price  in  developing  countries  fre- 
quently is  by  assuring  that  other  countries  pay  an  appropriate  individual  market 
price  to  support  production  and  development  costs.  This  situation  assures  wide 
availability,  recognition  of  local  needs,  and  fair  pricing. 

Diminished  ability  to  protect  against  parallel  imports  of  these  editions  would 
mean  that  their  continued  existence  would  be  jeopardized  and  the  legitimate  needs 
of  local  students,  teachers,  readers  and  consumers  would  be  frustrated.  Similarly, 
the  export  market  for  U.S.  publishers  would  suffer  by  an  inability  to  tailor  foreign 
sales. 

In  the  motion  picture  industry,  the  normal  exploitation  of  a  motion  picture  is 
based  upon  the  sequential  release  in  various  distribution  media,  including,  first, 
theatrical,  then  home  video,  followed  by  home  pay  and  hotel  television,  and  then 
free  television.  This  sequential  release  pattern  in  multiple  markets  is  an  integral 
part  of  the  motion  picture  producer's  normal  means  of  exploitation.  Since  this  pat- 
tern operates  differently  in  each  country  based  on  local  conditions,  the  absence  of 
parallel  import  protection  would  result  in  severe  market  disruption.  For  example, 
the  ability  to  import  a  film  on  videocassette  from  the  U.S.  into  a  country  before  the 
theatrical  run  of^  that  film  has  concluded  will  inevitably  destroy  the  theatrical  mar- 
ket. 

In  the  software  industry,  the  right  to  authorize  the  importation  of  lawful  copies 
is  an  essential  element  of  protection  making  possible  continued  growth  in  the  indus- 
try. Software  publishers  may  market  different  versions  in  different  markets,  and  on 
occasion  this  may  be  mandated  by  law,  such  as  by  U.S.  export  regulations  (to  re- 
move sensitive  code  or  elements  01*^8  program).  Imports  of  these  export  versions  into 
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the  U.S.  would  create  consumer  disaffection  and  damage  the  publisher's  reputation. 
Some  versions  marketed  in  particular  countries  may  he  copy-protected  in  order  to 
deal  with  high  piracy  levels.  The  copyright  owner  would  rightly  not  want  these  ver- 
sions imported  into  markets  where  copy-protection  is  not  part  of  the  marketplace. 

The  U.S.  and  international  recording  industry  invests  heavily  in  producing  local 
artists  in  each  country  it  does  business.  These  often  very  heavy  investments  (and, 
depending  on  the  size  of  the  market,  sometimes  low  returns  and  even  losses)  are 
supported  by  sales  of  the  "^its"  in  that  country.  Parallel  imports  of  "hit"  recordings 
designed  and  priced  lower  for  other  markets  will  inevitably  undermine  the  ability 
of  the  industry  to  continue  to  produce  recordings  for  local  artists. 

A  few  countries  have  recently  considered  modifying  their  laws  to  remove  protec- 
tion against  parallel  importation.  This  is  frequently  done  without  full  awareness  of 
the  consequences  to  other  markets  or  product  lines.  As  the  International  Bureau's 
conmientary  points  out  these  considerations  are  misguided  and,  at  bottom,  entirely 
counter  productive.  This  is  a  dangerous  trend  and  wiU  be  discouraged  by  adoption 
of  the  recommendations  in  the  proposed  Protocol. 

The  International  Bureau  also  proposes  an  exception  to  the  importation  right. 
While  we  agree  in  principle  with  the  proposal,  we  do  not  believe  it  should  be  made 
applicable  to  piratical  copies  made  without  permission  of  the  copyright  owner.  We 
beueve  that  appropriate,  limited  exceptions  may  be  recognized  to  the  importation 
right  in  respect  of  lawfully  made  copies.®  It  is  important,  however,  that  these  be 
quite  carefully  considered  in  order  to  assure  that  in  today's  technologies  of  mass 
single"  reproduction  and  instantaneous  transmission,  they  not  swallow  or  inadvert- 
ently provide  significant  gaps  in  protection. 

We  again  commend  the  Chairman  and  this  Subcommittee  for  its  ongoing  interest 
in  these  critical  international  issues  facing  authors  and  other  copyright  owners 
around  the  world.  The  IIPA  and  its  members  look  forward  to  working  with  the  Sub- 
committee on  these  important  matters. 

Mr.  Hughes.  Mr.  Holleyman,  welcome. 

Mr.  Holleyman,  Thank  you,  Mr.  Chairman.  I  support  fully  the 
statement  that  Mr.  Smith  made  on  our  behalf.  I  would  like  to  make 
a  couple  of  additional  brief  comments  for  software. 

First,  the  software  industry,  which  has  been  a  great  economic 
success  for  the  United  States,  is  heavily  dependent  on  foreign  mar- 
kets. For  my  member  companies,  more  than  50  percent  of  our  reve- 
nues are  now  obtained  from  foreign  sales,  and  for  the  packaged 
software  industry,  the  industry  sector  comprising  BSA  meniber 
companies,  more  than  75  percent  of  the  world  markets  internation- 
ally are  held  by  U.S.  companies. 

What  we  do  in  the  context  of  WIPO  and  a  possible  protocol  to 
the  Berne  Convention  affects  us  greatly,  as  it  does  literally  every 
multilateral  and  bilateral  trade  negotiation  that  the  Uniteci  States 
has  engaged  in  over  the  last  5  years,  all  of  which  have  as  an  under- 
Ijdng  base  the  Berne  Convention.  So  it  is  very  much  a  high  stakes 
game  for  software  and  for  the  U.S.  copyright  industries  as  a  whole. 

In  terms  of  software,  I  would  simply  note  that  one  needs  to  exer- 
cise caution  in  developing  any  final  text  within  a  protocol  because 
of  new  means  of  transmission  and  deliveiy  of  copyrighted  works, 

garticularly  in  digital  format.  We  support  fully  the  statement  read 
y  Mr.  Smith.  We  support  clarification  and  extension  of  a  right  of 
distribution  as  an  important  corollary  to  the  right  of  reproduction. 
But  it  is  important  in  that  process  not  to  fossilize  language  today 
which  will  limit  the  copyright  owner's  right  to  control  the  distribu- 
tion of  their  works  in  the  future. 

I  think  there  is  a  good  dialog  going  on  between  the  U.S.  Govern- 
ment representatives  and  industry  on  this  issue.  I  very  much  ap- 
preciate your  interest  in  having  gone  to  previous  sessions  of  the 
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committee  of  experts  of  WIPO  and  look  forward  to  seeing  you  there 
in  June,  and  to  continue  to  work  with  the  U.S.  Government  to  en- 
sure that  any  final  language  developed  in  a  protocol  protects  U.S. 
economic  interests  and  also  protects  our  industry's  interests  in  the 
years  to  come.  Thank  you. 

Mr.  Hughes.  Thank  you,  Mr.  Holleyman. 

Mr.  Baumgarten. 

Mr.  Baumgarten.  Thank  you,  Mr.  Chairman.  Two  brief  points, 
particularly  in  light  of  the  prior  colloquy. 

To  the  extent  that  there  is,  as  the  Register  suggested,  some  am- 
biguity in  the  document  as  to  whether  there  is  to  be  proposed  a 
rental  right  in  all  literary  works  embodied  in  electronic  form,  we 
certainly  hope,  for  the  reasons  given  in  Mr.  Smith's  testimony,  that 
that  ambiguity  will  be  resolved  in  favor  of  a  rental  right  in  literary 
works  generally,  including  professional,  reference,  text,  and  trade 
books,  encyclopedias  and  the  like,  at  least  when  embodied  in  digital 
form. 

The  market  for  new  digital  representations  of  literary  works — 
CD-ROM,  interactive  media,  multimedia  formats — ^is  an  emerging 
one.  It  requires  considerable  investment  in  conversion  of  printed 
product,  original  electronic  product  development,  coding  for  effi- 
cient retrieval,  integration  of  media  within  the  same  format,  and 
other  expenses.  How  these  products  will  be  developed,  how  they 
will  be  marketed  at  this  point  is  relatively  embryonic.  This  is  pre- 
cisely the  time  to  assure  that  the  incentive  to  create  or  develop 
these  products  is  not  sapped  by  an  unauthorized  rental  market. 

I  recall  the  chairman  s  remarks  earlier  about  what  I  took  to  sug- 
gest the  increasing  inaptness  of  the  compartmentalization  of  works 
in  the  copyright  law.  We  take  that  very  seriously.  In  this  context, 
it  does  seem  to  us  that  if  we  are  stuck  with  compartmentalization, 
a  professional  reference  book  or  an  encyclopedia  on  interactive  CD- 
ROM,  for  example,  is  much  more  akin  to  a  computer  program, 
which  already  has  a  rental  right  under  U.S.  law,  than  it  is  to  a 
conventual  audio  book,  which  may  or  may  not  have  a  rental  right 
under  existing  American  law,  depending  upon  how  one  reads  the 
rather  ambiguous  statute. 

One  final  and  related  comment,  Mr.  Chairman.  I  think  your 
question  about  digital  and  electronic  formats  was  very  apt.  Stated 
another  way  perhaps,  at  least  today  all  digital  forms  are  electronic 
but  not  all  electronic  forms  are  digital.  This  is  obviously  a  problem 
that  emanates  from  the  WIPO  text.  It  refers  to  "electronic  includ- 
ing digital,"  and  I  think  it  is  something  we  have  to  pay  attention 

to. 

One  additional  point,  if  I  may.  On  behalf  of  the  AAP  and  the  alli- 
ance, we  would  express  particular  appreciation  to  the  committee  for 
your  introductory  remarks,  Mr.  Chairman,  in  which  you  referred  to 
viewing  these  problems  in  a  digital  or  electronic  environment.  I 
don't  know  where  electronic  delivery  systems  are  going.  I  don't 
think  anyone  in  this  room  does.  But  I  don't  have  to  look  very  far 
in  the  future  to  see  one  form  of  electronic  delivery  that  I  can  al- 
ready measure,  and  that's  the  fax  machine.  There  is  no  economic 
difference;  Mr.  Chairman,  to  the  copyright  owner  when  a  hard  copy 
is  going  fi-om  point  A  to  point  B  whether  that  distribution  is  made 
in  a  manila  envelope  or  an  electronic  envelope.  In  fact,  some  E  mail 
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systems  use  envelopes  as  an  icon,  and  I  think  that  is  particularly 
significant  in  this  context. 

Finally,  Mr.  Chairman,  we  fully  endorse  Eric's  statement  and 
thank  the  committee  for  inviting  us  to  participate. 

Mr.  Hughes.  Thank  you,  Mr.  Baumgarten,  and  thank  you  very 
much  for  an  excellent  statement. 

Mr.  Smith,  if  we  enacted  the  provisions  of  the  European  Commu- 
nity rental  directive,  would  the  EC  countries  permit  U.S.  copyright 
owners  to  receive  their  share  of  any  royalties  guaranteed  in  Eu- 
rope? 

Mr.  Smith.  That's  a  fascinating  question.  Mr.  Patry  and  I  talked 
about  this  last  night. 

Not  knowing  the  precise  answer,  because  I  didn't  know  the  ex- 
tent to  which  and  how  the  rental  right  has  been  implemented  in 
member  states,  I  discussed  it  with  a  witness  that  you  will  have  at 
your  next  hearing,  Mr.  Hadl,  from  MCA,  who  is  probably  the 
world's  leading  expert  on  this  subject. 

Interestingly  enough,  the  only  existing  rental  right  regime  right 
now  in  Europe  is  in  Germany.  That  regime  has  been  implemented 
in  such  a  way  that  "authors"  receive  the  proceeds  of  the  rental 
levy.  They  are,  however,  the  only  beneficiaries  of  that  levy,  and 
U.S.  film  producers  as  successors  to  the  author  receive  the  full  ben- 
efits of  national  treatment. 

'The  only  other  examples  of  the  rental  right  that  have  been  im- 
plemented or  where  it  is  proposed  to  be  implemented,  is  in  the 
Netherlands  and  Denmark,  but  here  there  is  no  levy.  So  there  is 
no  issue  really.  They  are  going  to  implement  the  right  in  a  dif- 
ferent way,  not  through  a  levy. 

So  at  this  point  it  looks  like  there  is  no  problem  yet  in  terms  of 
the  rental  area,  except  in  Germany.  If  you  get  into  video  levies, 
however,  it's  a  completely  different  story.  But  if  other  countries 
adopt  rental  levies  and  if  they  are  developed  along  the  lines  that 
some  think  they  may  develop  in  certain  countries,  if  we  have  a 
rental  right  here  for  audiovisual  works,  it  should  be  extremely 
helpful  in  ^eftting  at  least  two  of  the  three  shares. 

There  will  be  some  question  whether  the  Europeans  would  con- 
tinue to  deny  us  the  performer's  share,  but  they  are  very  clever 
and  creative  in  finding  ways  to  deny  us  the  money.  When  we  dis- 
cussed this  internally,  we  say  that  even  if  the  United  States  did 
develop  a  full  mirror  piece  of  legislation,  we  still  have  a  question 
whether  or  not  the  Europeans  would  find  a  way  to  deny  us  our  re- 
spective shares. 

I  don't  know  if  that  answers  the  question,  but  it's  a  big  question 
mark,  I  think. 

Mr.  Hughes.  I  think  that's  the  point.  I'm  not  sure  that  just  pass- 
ing laws  is  going  to  address  the  problem.  As  Ralph  Oman  said,  all 
kinds  of  cute  little  ways  have  been  developed  to  avoid  providing 
royalties  to  American  creators. 

Mr.  Smith.  That's  right. 

Mr.  Hughes.  Where  do  you  think  we  have  to  address  that?  In 
the  context  of  the  GATT? 

Mr.  Smith.  There  are  two  ways  to  address  it.  I  think  there  is  one 
way  that  is  better  than  the  other.  The  first  way  to  address  is  in 
the  GATT.  Mickey  Kantor  and  the  Clinton  administration  have  at 
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least  at  this  point  said  that  they  are  going  to  proceed  to  try  to  fix 
the  inadequate  national  treatment  provisions  in  the  Dunkel  text  of 
the  GATT  and  create  new  language  and  try  to  get  the  EC  to  agree 
to  it.  Of  course,  if  that  happens,  that  language  should  take  care  of 
these  problems  and  force  the  EC  to  stop  playing  games.  Of  course, 
doing  it  in  the  GATT  context  where  we  have  certain  leverage  and 
cross  leverage  with  other  issues  gives  us  some  clout. 

Mr.  Hughes.  The  advantage  of  the  GATT  is  that  we  have  a  lot 
of  additional  leverage. 

Mr.  Smith.  That's  correct.  But  national  treatment  is  also  an 
issue  in  the  Berne  Protocol,  and  as  you  have  seen  from  the  text, 
this  text  is  very  helpful  on  the  question  of  national  treatment.  We 
want  to  move  that  forward.  You  will  hear  a  lot  about  that  at  the 
next  hearing  from  Mr.  Roth  and  Mr.  Hadl  when  they  testify.  How- 
ever, the  Berne  Protocol  text  on  national  treatment  deals  with  na- 
tional treatment  only  within  the  context  of  author's  rights  or  copy- 
right. It  doesn't  deal  directly  with  the  problem  of  neighboring 
rights  and  performers  except  with  respect  to  performers  in  sound 
recordings. 

So  the  protocol  doesn't  get  at  the  full  national  treatment  problem 
that  we  have  and  the  GATT  does,  but  the  protocol  process  does  go 
a  long  way  to  articulating  the  philosophical  framework  under 
which  national  treatment  becomes  so  important,  and  hopefully  the 
debate  in  June  will  bring  to  our  side  many  other  countries  that 
would  agree  with  us  and  our  position  on  national  treatment  and 
hopefully  isolate  the  EC  on  this  issue  more  than  they  are  now. 

Mr.  Hughes.  I  don't  mean  to  suggest  that  the  WIPO  process  isn't 
important.  I  think  one  of  the  things  we  have  seen  in  the  last  few 
years,  which  I  think  is  very,  very  important,  is  that  we  have  recog- 
nized we  need  to  work  to  strengthen  WIPO.  The  WIPO  committee 
of  experts  has  a  very,  very  important  role  to  play  in  working  with 
other  countries  to  develop  the  kind  of  consensus  that  we  need  for 
good  intellectual  property  policy  around  the  world.  I  know  that  is 
what  Dr.  Bosgch  is  committed  to,  and  I  commend  Ralph  Oman  for 
his  leadership  in  this  area. 

Your  written  statement  notes  that  the  sales  market  for  video  cas- 
settes in  Europe  is  about  60  percent  and  in  our  country  about  55 
percent  of  nontheatrical  revenues.  France,  I  believe,  is  probably 
even  higher  than  that.  Companies  such  as  Disney  apparently  are 
doing  fairly  well  in  the  sales  market.  I  know  I  have  a  stack  of  Dis- 
ney products  in  my  home.  I  have  a  hard  time  finding  the  things 
I'm  interested  in  because  my  grandchildren  seem  to  have  the  entire 
collection  stored  at  my  house  these  days. 

Isn't  the  large  market  in  sales  an  argument  against  the  need  for 
a  rental  right? 

Mr.  Smith.  As  we  said  in  our  statement,  Mr.  Chairman,  right 
now  with  the  kind  of  market  that  exists  in  analog  and  the  situation 
politically  that  pertains  in  this  country,  nobody  is  pressing  for  it, 
but  I  think  if  the  market  moves  to  become  a  fully  sales  market  and 
moves  away  from  rental — and  that  seems  to  be  the  trend — and  if 
we  move  to  digital,  it  will  mean  that  the  normal  market  will  be  the 
sale  of  videos,  not  rental.  And  if  somebody  then  rents  without  au- 
thorization, in  effect  it  will  be  for  the  purposes  of  taking  it  home 
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and  copying  it  and  saving  the  price  that  would  have  to  be  paid  to 
buy  the  sale  copy. 

This  puts  videos  on  an  absolute  par  with  software  and  sound  re- 
cordings, and  if  that  were  to  be  the  direction  the  market  goes,  then 
we  think  it  is  critical  that  a  rental  right  be  established,  for  the 
same  reason  that  this  body  felt  it  was  critical  to  do  it  in  the  sound 
recording  and  software  area. 

Mr.  Hughes.  I  didn't  participate  actively  in  the  debate  when  the 
Congress  decided  not  to  affbra  a  rental  right  in  video  cassettes.  I 
think  it  was  because  in  part  there  was  a  belief  that  people  would 
not  watch  movies  over  and  over  again,  with  some  exceptions.  The 
classics  perhaps  would  be  such  an  exception. 

Why  is  digital  going  to  change  those  behavioral  traits,  which  ba- 
sically, I  think,  was  probably  one  of  the  key  factors  in  Congress  not 
accepting  a  rental  right  for  video? 

Mr.  Smith.  I  think  basically  you  are  right.  People  do  not  watch 
movies  the  way  they  listen  to  music.  However,  the  fact  that  there 
is  a  sales  market  and  it's  growing  so  rapidly  indicates  that  we  may 
not  be  totally  right  about  that  analysis,  that  in  fact  people  do  go 
out  and  buy  movies  and  then  do  watch  them  more  than  we  origi- 
nally thought  they  do.  Even  though  the  volume  of  watching  might 
not  be  like  music,  there  would  still  be  enough  incentive  to  take  that 
cheap  rental  copy  home  and  copy  it  and  avoid  the  sale.  One  would 
take  home  a  copy  and  have  your  kids  watch  Disney  movies  over 
and  over  by  acquiring  a  very  cheap  rental  copy  from  which  you 
then  make  your  own  copy,  rather  than  purchase  it  as  you  are  now 
doing. 

Mr.  Hughes.  Assuming  that  in  the  future  audiovisual  works  may 
be  distributed  primarily  through  cable  or  other  subscriber  services 
such  as  we  see  evolving  now,  do  you  think  that  home  taping  of 
digitally  transmitted  theater  works  can  be  taken  care  of  by  techno- 
logical means?  For  example,  couldn't  there  be  a  two-tier  pricing 
structure  where  you  press  one  button  to  view  the  work  and  pay  one 
price  but  press  another  button  and  pay  the  higher  price  for  copying 

it? 

Mr.  Smith.  I  think  the  technology  will  offer  us  some  solutions  to 
the  problems  along  the  lines  you  have  suggested.  As  you  know, 
many  of  the  countries  in  Europe  and  elsewhere  have  felt  the  need 
to  go  to  video  levies  to  compensate  for  home  copying,  and  that  is 
certainly  one  answer  to  this  problem. 

I  agree  with  the  premise  of  your  question  that  the  real  answer 
here  may  be  trying  to  provide  technology  that  will  allow  a  smart 
card  to  go  into  a  machine  and  your  account  is  debited  for  a  certain 
amount  of  money  every  time  you  access  that  particular  movie. 

Mr.  Hughes.  I'm  told  we  have  that  technology  now;  techno- 
logically it's  feasible  to  do  it  now. 

Mr.  Smith.  Yes. 

To  the  extent  that  that's  where  it  goes,  I  think  that's  going  to 
be  an  important  way  to  distribute  copyrighted  works,  and  so  long 
as  it  works  and  the  technology  can't  be  bypassed,  I  think  it's  a  very 
positive  development. 

Mr.  Hughes,  If  you  walk  up  Pennsylvania  Avenue  to  the  Trover 
book  store,  you  will  see  that- they  rent  books  on  tape.  In  fact,  we 
use  them  from  time  to  time.  My  3V2-hour  drive  back  home  to  New 
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Jersey  hasn't  changed  much  over  the  past  19  years,  and  it's  a  good 
way  to  pass  the  time.  I  found  it's  kind  of  risky  to  try  to  read  a  book 
when  you  drive.  Listening  to  a  tape  is  very,  very  pleasant. 

Do  you  have  an  opinion  on  the  legal  status  of  the  rental  of  books 
on  tape  under  current  U.S.  law? 

Mr.  Smith.  My  colleague,  Mr.  Baumgarten,  spoke  to  that  earlier. 

Mr.  Hughes.  Do  you  want  to  elaborate  on  it? 

Mr.  Baumgarten.  I  don't  now  have  an  opinion,  Mr.  Chairman. 
I  would  have  to  agree  that  the  statute  is  ambiguous. 

Mr.  Hughes.  I'm  not  sure  how  ambiguous  it  is.  The  statute  talks 
in  terms  of  sound  recording  and  the  musical  works  embodied  there- 
in. 

Mr.  Baumgarten.  The  statute  speaks  in  terms  of  the  rental  right 
attaching  to  "phonorecords"  and  a  literary  work  on  tape  is  em- 
bodied in  "phonorecord."  Then  it  says  "without  the  consent  of  the 
copyright  owner  in  the  sound  recording  and  the  musical  work  em- 
bodied therein."  That  can  be  read  in  one  of  two  ways.  It  could  mean 
either  that  it  only  applies  to  sound  recordings  emboding  musical 
works,  or  that  it  applies  as  well  to  phonorecords  embodying  sound 
recordings  which  also  embody  literary  works  but  that  in  the  latter 
case  you  don't  require  the  consent  of  the  owner  of  the  literary 
work,  just  the  owner  of  the  sound  recording. 

There  would  be  a  rational  reason  for  that  difference.  The  reason 
is  that  musical  works  commonly  are  recorded  on  phonorecords 
under  a  compulsory  license  and  a  contract  cannot  control  this;  lit- 
erary works,  however,  are  recorded  on  phonorecords  only  by  virtue 
of  voluntary  agreements  where  copyright  owners  can  negotiate 
with  the  audio  producer  to  govern  rental  receipts.  So  at  this  point 
I  would  think  the  best  answer  that  I  could  give  is  that  there  is  this 
ambiguity. 

I  did  discuss  this  with  a  small  number  of  affected  houses  last 
night.  This  is  by  no  means  a  scientific  survey,  and  we  will  be  happy 
to  come  back  to  the  chairman  with  a  more  concrete  view  if  that  is 
what  is  desired.  At  this  time  I  am  aware  of  no  pressure  in  our  in- 
dustry to  either  test  that  ambiguity  or  to  push  Congress  to  resolve 
it.  I  think  it  will  have  to  be  resolved  in  the  context  of  the  protocol, 
because  the  protocol  gives  us  a  rental  right  in  conventional  audio 
books  under  at  least  two  different  provisions. 

Having  said  that  about  conventional  books  on  tape,  I  would  just 
reiterate  that  that  does  not  detract  from  the  strength  of  our  posi- 
tion when  we  move  from  conventional  books  on  tape  to  works  em- 
bodied in  CD-ROM  and  other  interactive  digital  media. 

Mr.  Hughes.  Thank  you.  It  will  be  interesting  to  hear  from  you 
further  on  that  issue. 

My  final  question  concerns  parallel  imports,  which  is  a  major 
problem.  I  understand  that  in  some  cases  goods  manufactured 
overseas  may  be  different  from  goods  manufactured  in  the  United 
States  even  by  the  same  copyright  owner.  We've  seen  that.  But  as- 
sume this  is  not  the  case.  Assume,  for  example,  a  compact  disk 
lawfully  manufactured  in  England  but  not  scheduled  for  release  in 
the  United  States  until  1  year  later,  or  maybe  not  at  all.  Isn't  a 
parallel  import  right  in  this  situation  anticonsumer?  Doesn't  the 
right  result  in  fewer  works  of  culture  being  available  in  the  United 
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States  even  though  the  copyright  owner  has  been  fully  paid  for  that 
particular  copy? 

Here  is  a  good  example.  Bill  Patry  brought  this  compact  disk  by 
Creedence  Clearwater  Revival  to  my  attention.  It's  interesting 
music  that  Bill  listens  to.  The  disk  label  states:  "Not  licensed  for 
sale  in  the  U.S.A.  or  Canada." 

Mr.  Smith.  Our  general  view  is  that  the  copyright  owner  should 
have  the  right  to  control  the  territory  and  the  marketing  of  his  or 
her  work.  There  are  situations  in  which  the  local  needs  of  a  par- 
ticular market  require  delivery  of  product  in  certain  ways  and  at 
different  prices  than  might  be  needed  for  the  United  States,  for  ex- 
ample. 

In  the  book  area,  book  publishers  do  produce  lower  cost  editions 
for  sale  to  students  in  developing  countries.  Book  publishers  would 
not  like  to  see  those  books  produced  at  25  percent  of  the  U.S.  list 
price  coming  back  into  the  United  States.  In  that  sense,  it's 
anticonsumer.  That's  correct.  But  that's  only  looking  at  it  in  the 
very  narrowest  way. 

The  fact  of  the  matter  is,  if  those  lower  cost  books  came  back  into 
the  United  States  and  interrupted  the  U.S.  market,  the  publisher 
would  be  forced,  because  of  the  nature  of  their  margins  on  books — 
margins  are  extremely  low  on  those  low  cost  editions  and  they  are 
subsidized  by  the  higher  margins  in  the  United  States — they  would 
have  to  stop  marketing  cheaper  books  in  Indonesia  and  China. 

Mr.  Hughes.  The  last  time  I  checked,  the  U.K  was  not  under- 
developed. Part  of  the  purpose  of  the  copyright  law  is  not  only  to 
protect  the  rights  of  creators,  but  also  to  advance  the  sciences. 

Mr.  Smith.  I  think  the  premise  of  your  question  is  that  that  par- 
ticular CD  is  not  available  in  the  United  States  but  only  available 
in  the  U.K.  So  it's  kind  of  an  out  of  print.  As  I  recall,  the  courts 
have  said  that  the  out-of-print  argument  still  doesn't  overcome  the 
parallel  import  protection.  Even  though  that  might  occur  in  some 
very  few  instances,  I'm  actually  surprised  that  that  album  is  avail- 
able only  in  the  U.K  and  not  in  the  United  States.  That  would  be 
very  unusual.  I  don't  know  how  you  would  fashion  a  legal  regime 
designed  to  pick  up  this  unique  problem. 

Mr.  Hughes.  I  don't  know  either,  but  Bill  tells  me  he  purchased 
it  last  year  in  France. 

Mr.  Smith.  You  don't  think  that  is  available  in  the  United 
States? 

Mr.  Hughes.  As  I  indicated,  it  says  it's  not  available  in  the  Unit- 
ed States  or  Canada. 

Mr.  Baumgarten.  I  think  the  mistake  is  assuming  that  that  leg- 
end indicates  that  the  identical  product  or  the  identical  cuts  are 
not  available  in  the  United  States  in  a  different  package  or  a  dif- 
ferent format. 

Mr.  Hughes.  That's  possible. 

Mr.  Baumgarten.  I'm  not  sure  that  that  is  the  proper  assump- 
tion. 

Speaking  from  the  perspective  of  book  publishers,  and  I  am  sure 
this  is  true  of  all  copyright  owners,  it's  not  our  purpose  in  life  to 
keep  things  away  from  consumers  who  want  to  purchase  them. 
There  may  be  delays  in  sequencing;  there  may  be  variations  in 
packaging;  there  may  be  even  minor  variations  in  language  be- 
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tween  the  American  and  British  markets,  for  example.  But  I  would 
think  overall  if  American  consumers  want  a  product  that  is  avail- 
able abroad,  there  will  be  a  legal  way  to  get  it, 

Mr.  Hughes.  I  appreciate  that. 

It  has  been  an  excellent  hearing.  We  appreciate  your  contribu- 
tions. Thank  you. 

That  concludes  the  hearing  for  today  and  the  subcommittee 
stands  adjourned. 

[Whereupon,  at  11:45  a.m.,  the  subcommittee  adjourned,  to 
reconvene  subject  to  the  call  of  the  Chair.] 
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House  of  Representatives, 
Subcommittee  on  Intellectual  Property 

and  judicl\l  administration, 
Committee  on  the  Judiciary, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  notice,  at  10  a.m.,  in  room 
2237,  Rayburn  House  Office  Building,  Hon.  William  J.  Hughes 
(chairman  of  the  subcommittee)  presiding. 

Present:  Representatives  William  J.  Hughes,  Don  Edwards, 
Howard  L.  Berman,  Xavier  Becerra,  Carlos  J.  Moorhead,  and 
Howard  Coble. 

Also  present:  Hayden  W.  Gregory,  counsel;  William  F.  Patry,  as- 
sistant counsel;  Phyllis  Henderson,  secretary;  and  Joseph  V.  Wolfe, 
minority  counsel. 

Mr.  Hughes.  Good  morning  and  welcome  to  round  two  of  the 
subcommittee's  oversight  hearings  on  the  domestic  implications  of 
a  possible  protocol  to  the  Berne  Convention  and  a  possible  new 
treaty  for  performance  rights  in  sound  recordings  and  performers' 
rights. 

Today's  hearing  will  focus  on  the  issue  of  national  treatment. 

At  the  most  basic  level,  national  treatment  means  that  one  coun- 
try is  obligated  to  extend  to  foreign  authors  the  same  rights  that 
it  grants  to  its  own  authors. 

The  debates  over  national  treatment,  while  couched  in  esoteric 
copyright  terms,  involve  critical  economic  and  cultural  issues,  and 
in  about  that  order. 

United  States  entertainment  products  have  a  vast  global  market. 
Sensitivity  to  the  dominance  of  U.S.  culture  is  hardly  limited  to 
France. 

The  Canadian  cultural  exemption  in  the  NAFTA  Treaty  is  an- 
other example  that  comes  to  mind. 

Some  of  the  problems  we  will  hear  about  today  stem  from  the  ef- 
forts of  European  and  other  countries  to  encourage  their  own  enter- 
tainment industries. 

There  is  nothing  wrong  with  that  kind  of  encouragement.  The 
world  is  richer  for  a  diversity  of  cultures.  The  rubber  hits  the  road 
though  in  the  form  such  encouragement  takes. 

There  is  a  big  difference  between  a  foreign  government  appro- 
priating its  own  moneys  to  subsidize  its  own  authors,  and  a  foreign 
government  subsidizing  its  own  authors  from  a  royalty  pool  funded 
by  a  home  taping  video  levy, 
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In  the  case  of  a  home  taping  video  royalty  pool,  the  majority  of 
the  works  that  are  copied  are  U.S.  works.  That's  rather  clear. 

If  moneys  from  this  pool  are  allocated  only  to  French  authors, 
U.S.  works  are  helping  to  subsidize  competitors. 

If  U.S.  copyright  owners  are  then  also  deprived  of  benefiting 
from  two-thirds  of  the  pool  on  national  treatment  grounds,  serious 
questions  about  the  effectiveness  of  the  Berne  Convention  are 
raised,  to  say  nothing  of  the  obvious  loss  of  hundreds  of  millions 
of  dollars  of  royalties. 

At  the  same  time,  it  is  not  difficult  to  understand  the  reluctance 
of  foreign  countries  to  ship  to  the  United  States  hundreds  of  mil- 
lions of  dollars  a  year. 

Under  the  theory  that  the  best  defense  is  an  offense,  this  unwill- 
ingness has  been  attributed  to  alleged  inadequacies  in  U.S.  law. 

The  implication  is  that  if  those  inadequacies  are  remedied,  the 
money  will  flow  across  the  Atlantic.  I  really  have  some  doubts 
about  that.  But  at  the  same  time,  it  may  be  desirable  to  remove 
smokescreens. 

Today's  hearing  will  explore  what  I  believe  to  be  a  fascinating 
confluence  of  copyright  law  and  trade.  We  have  assembled  an  excel- 
lent roster  of  witnesses  who  can  explain  both  the  law  and  the  eco- 
nomics. 

I  want  to  apologize  for  the  delay  today.  But  as  you  may  know, 
we  have  today  probably  one  of  the  most  important  votes  that  we 
will  face  in  this  Congress. 

And  you  can  imagine  that  Members  are  busy  engaged  in  trying 
to  make  up  their  minds  in  meetings  with  leadership,  with  the 
President,  with  Cabinet  members  who  are  attempting  to  persuade 
them  one  way  or  another. 

In  any  event,  our  distinguished  ranking  Republican  will  be  along. 
He  is  in  that  kind  of  a  conference.  The  Republicans  have  convened. 

At  this  time,  the  Chair  would  be  very  happy  to  recognize  Don 
Edwards,  the  dean  of  the  California  delegation  and  the  Chair  of 
one  of  our  outstanding  subcommittees  of  the  House  Judiciary  Com- 
mittee. 

Mr.  Edwards.  Thank  you  very  much,  Mr.  Chairman.  I'm  looking 
forward  to  these  hearings. 

Insofar  as  California  is  concerned,  there  is  nothing  more  impor- 
tant than  intellectual  property,  the  subject  of  this  hearing. 

Mr.  Hughes.  And  our  distinguished  Member  from  California 
likewise  who  used  to  represent  most  of  you  and  who  knows  that 
perhaps  in  10  years  he  will  again,  Howard  Berman. 

Mr.  Howard  Berman.  Southern  California  is  a  concept.  It's  not 
a  geography. 

I  have  no  initial  comments  except  to  again  thank  you  for  getting 
into  this  very  important  issue,  Mr.  Chairman. 

Mr.  Hughes.  Thank  you,  gentlemen.  Our  leadofiF  witness  is 
Mihaly  Ficsor.  He  is  the  director  of  the  Copyright  Department  of 
the  World  Intellectual  Property  Organization. 

He  is  a  native  of  Hungary,  and  thus  like  the  director  general  and 
Prof  Peter  Jaszi,  a  member  of  the  global  Hungarian  copyright  con- 
spiracy. 

He  has  previously  served  as  a  director  general  of  the  Hungarian 
Bureau  for  the  Protection  of  Authors'  Rights,  as  a  law  professor  at 
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the  University  of  Budapest,  as  an  official  of  the  Hungarian  Min- 
ister of  Justice,  and  as  a  municipal  judge.  A  most  distinguished 
public  career. 

He  is  a  well-known  authority  and  writer  in  the  field  of  copyright 
and  we  are  pleased  to  have  him  with  us  today. 

We  have  greatly  benefited.  Director,  from  WIPO's  experience  and 
hope  that  the  close  ties  the  subcommittee  has  been  establishing 
with  the  WIPO  continue  to  grow. 

Director  Ficsor,  welcome  to  the  Subcommittee  on  Intellectual 
Property  and  Judicial  Administration.  It  is  an  honor  and  a  pleas- 
ure to  have  you  with  us. 

We  have  received  and  we  will  make  a  part  of  the  full  record  your 
complete  text,  which  is  excellent  and  very  comprehensive. 

We  hope  you  can  summarize  for  us  so  that  we  can  get  right  to 
questions.  But  you  may  proceed  as  you  see  fit.  I  understand  that 
you  are  accompanied  this  morning  by  Richard  Owens  and  we  wel- 
come him  also.  Welcome. 

STATEMENT  OF  MIHALY  FICSOR,  DIRECTOR,  COPYRIGHT 
DEPARTMENT,  WORLD  INTELLECTUAL  PROPERTY 
ORGANIZATION  (WIPO),  GENEVA,  SWITZERLAND 

Mr.  Ficsor.  Thank  you,  Mr.  Chairman,  and  members  of  the  sub- 
committee. It  is  really  a  great  privilege  and  pleasure  to  me  to  ap- 
pear and  testify  today  at  this  hearing.  I  thank  you  for  the  invita- 
tion both  on  behalf  of  my  organization,  WIPO,  and  on  my  own  be- 
half. 

The  title  and  the  contents  of  my  written  statement  indicate  that 
I  understood  that  the  hearing  today  would  concentrate  on  the  pro- 
posed protocol  to  the  Berne  Convention  with  respect  to  national 
treatment.  Now  I  know,  however,  that  we  have  had  to  deal  also 
with  the  same  questions  concerning  the  new  WIPO  instrument  on 
the  protection  of  performers  and  producers  of  phonograms.  With 
your  permission,  Mr.  Chairman,  at  the  end  of  my  statement  I  will 
refer  to  that  also. 

The  basic  provision  of  the  Berne  Convention  on  national  treat- 
ment is  included  in  article  5(1).  There  are  some  exceptions  in  the 
text  of  the  Berne  Convention  to  that  principle.  The  most  important 
one  is  about  the  terms  of  protection,  that  is  the  duration  of  protec- 
tion. And  there  are  some  three  less  important  ones  relating  to 
questions  of  more  or  less  marginal  importance  with  respect  to 
works  of  applied  art,  works  protected  on  the  basis  of  the  so-called 
back  door  protection;  that  is,  works  of  authors  who  are  not  nation- 
als of  Berne  countries  and  are  to  be  protected  on  the  basis  of  publi- 
cation only  and  with  respect  to  droit  de  suite. 

In  the  second  part  of  my  written  statement,  the  various  expres- 
sions used  in  the  basic  provision  of  the  Berne  Convention  on  na- 
tional treatment — article  5(1) — are  analyzed  in  detail. 

I'd  like  to  underline  only  four  elements  of  this  basic  provision  of 
the  Berne  Convention  here. 

The  first  is  that  countries  party  to  the  Berne  Convention  are 
obliged  to  grant  the  same  protection  to  foreigners  as  they  grant  to 
their  nationals  in  respective  to  works  for  which  those  foreigners  are 
protected  under  the  convention. 
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"Works  protected  under  the  convention,"  this  expression  means, 
inter  aha,  that  the  productions  concerned  should  correspond  to  the 
notion  of  hterary  and  artistic  works  under  the  Berne  Convention. 

We  should  note  this  because  those  who  are  ready  to  go  to  the 
limits  of  human  imagination  or  perhaps  even  beyond  that  in  trying 
to  offer  excuses  for  denying  national  treatment  use  more  and  more 
frequently  the  argument  that  the  obligation  to  grant  national  treat- 
ment for  certain  categories  of  productions  doesn't  exist  because 
those  productions  are  not  covered  by  the  notion  of  literary  and  ar- 
tistic works. 

The  second  element  I'd  like  to  speak  about  of  article  5(1)  is  that 
the  obligation  of  member  countries  of  the  Berne  Union  to  grant  for- 
eigners national  treatment  extends  to  "the  rights  which  their  re- 
spective laws  do  now  or  may  hereafter  grant  to  their  nationals." 

As  we  shall  also  discuss,  this  is  one  of  the  parts  of  the  provision 
which  is  a  kind  of  a  battle  field  around  the  question  of  national 
treatment. 

Some  "experts,"  are  ready  to  give  examples  in  this  field  that  law- 
yers, if  their  abilities  are  not  controlled  by  certain  principles,  are 
able  to  prove  that  black  is  white  and  vice  versa,  and  they  present 
really  ingenious  theories  that  certain  rights  are  not  given  to  for- 
eigners that  are  given  to  nationals  because  those  rights  are  not 
part  of  copyright,  but  they  are  some  other  rights. 

The  third  element  I'd  like  to  mention  here  is  that  article  5(1) 
only  speaks  about  the  enjoyment  of  rights  and  not  about  exercise 
of  rights  as  some  other  provisions  of  the  Berne  Convention  do. 

This  is  important  to  note  because  this  may  support  the  interpre- 
tation that  the  principle  of  national  treatment  does  not  extend  to 
the  question  of  transferability  of  rights  and  to  the  conditions  na- 
tions laws  may  establish;  and  there  are  some  national  laws  which 
do  establish  conditions  in  great  abundance  concerning  copyright 
contracts. 

This  means  that,  in  those  respects,  the  general  principles  of  pri- 
vate international  law  should  be  taken  into  account  to  determine 
which  law  is  applicable. 

The  last  element  I'd  like  to  mention  is  that  the  obligation  to 
grant  the  same  rights  to  foreigners  as  to  nationals  is  not  alone  in 
this  provision.  It  is  added  that  also  those  rights  should  be  granted 
that  are  described  by  the  Berne  Convention  as  minimum  rights. 

This  is  important  to  note  because  this  should  remind  us  that, 
from  the  very  beginning  of  the  existence  of  the  Berne  Convention 
until  now,  national  treatment  has  always  been  coupled  with  the  ob- 
ligation of  member  countries  of  the  Berne  Union  to  grant  at  least 
certain  rights  established  as  minimum  under  the  Berne  Conven- 
tion. 

The  history  of  the  principle  of  national  treatment  from  the  estab- 
lishment of  international  conventions,  first  in  bilateral  ones  and 
then  in  the  Berne  Convention,  until  now,  is  reviewed  in  part  III  of 
my  written  statement. 

Here,  I  only  like  to  refer  to  one  element:  The  Berne  Convention 
has  been  revised  several  times.  One  of  the  most  important  objec- 
tives, if  not  the  most  important  one,  of  those  revision  conferences 
was  to  update  time  and  again  the  minimum  level  of  protection  pre- 
scribed by  the  Berne  Convention.  And,  by  means  of  increasing  the 
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level  of  protection,  possible  conflicts  between  the  principle  of  na- 
tional treatment  and  the  fact  that  certain  basic  rights  were  not 
granted  in  certain  member  coim tries — or  not  in  the  same  way — 
were  eliminated  regulariy. 

The  last  revision  conference,  however,  took  place  in  1971.  Since 
then,  perhaps  many  more  impori^ant  developments  have  taken 
place  than  between  1886  and  that  year.  And  the  fact  that  there  has 
been  no  new  revision  has  contributed  to  some  discrepancies  not 
only  at  the  margins  but  in  the  very  center  of  copyright  protection. 

This  may  contribute  to  problems  around  the  application  of  na- 
tional treatment.  I  don't  want  to  appear  more  naive  than  I  really 
am.  So  I  know  very  well  that  the  fact  that  there  are  no  appropriate 
international  standards  is  not  the  only  one.  There  are  certain  coun- 
tries with  negative  balances  in  this  field  which  are  ready  to  use 
any  good  reasons,  or  even  not  very  good  reasons,  to  avoid  tne  appli- 
cation of  national  treatment.  But  the  updating  of  the  international 
standard  may  contribute  to  eliminating  some  difficulties  in  the  ap- 
plication of  national  treatment.  And  one  of  the  most  important  ob- 
jectives of  the  protocol  to  the  Berne  Convention  is  that. 

In  the  last  part  of  my  written  statement,  I  deal  with  new  chal- 
lenges to  the  principle  of  national  treatment  and  with  the  proposals 
included  in  the  working  document  of  WIPO  in  this  respect. 

I'd  like  to  deal  here  with  the  three  most  difficult  cases,  argu- 
ments and  methods  applied  in  this  respect  by  various  national 
laws. 

The  first  case  is  that  national  treatment  is  denied  or  restricted 
on  the  basis  of  the  allegation  that  the  rights  involved  granted  to 
nationals,  mainly  rights  to  remuneration,  are  not  covered  by  copy- 
right, but  they  are  some  other  kinds  of  rights  outside  of  copyright. 

The  working  document  analyzes  two  typical  cases  in  this  respect. 
The  first  is  the  case  of  public  lending  rights;  granted  for  lending 
by  public  libraries  of  books  and  similar  publications. 

There  is  only  one  country  in  the  world  which  grants  national 
treatment  with  respect  to  that  right,  and  that  is  Germany.  In  all 
the  other  countries  where  this  right  is  recognized,  national  treat- 
ment is  denied  on  the  basis  of  the  argument  that  this  is  not  copy- 
right but  a  kind  of  national  cultural  endowment. 

The  working  document  proves  that  this  argument  is  wrong.  What 
is  involved  is  a  certain  use  of  protected  rights.  The  right  is  granted 
in  that  respect.  That  is,  it  is  a  right  in  literary  and  artistic  works. 
And  that  is — the  protection  of  rights  in  literary  and  artistic 
works — the  subject  of  the  Berne  Convention. 

But  at  the  same  time,  the  working  document  also  recognizes  that 
there  seems  to  be  a  de  facto  agreement  now  among  the  member 
coimtries  of  the  Berne  Union. 

The  other  case  discussed  in  the  working  document  is  the  famous 
problem  of  home  taping  royalties. 

I've  said  that  there  seems  to  be  an  agreement  concerning  public 
lending  rights.  If  there  is  an  aspect  of  copyright  protection  where 
there  is  no  agreement,  then  home  taping  royalties  is  certainly  one 
of  those  cases. 

There  are  four  categories  of  countries  who  are  party  to  the  Berne 
Convention.  First,  those  countries  which  recognize  national  treat- 
ment in  this  respect.  Second,  those  countries  which  recognize  na- 
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tional  treatment  but  only  after  the  deduction  of  a  more  or  less  high 
percentage  of  the  payments  for  so-called  general  cultural  purposes, 
national  purposes.  Third,  those  countries  which  do  not  grant  na- 
tional treatment  but  are  ready  to  extend  protection  to  foreigners  on 
the  basis  of  reciprocity.  And  finally,  fourth,  those  countries  which 
do  not  grant  national  treatment  and  do  not  accept  even  the  idea 
of  reciprocity. 

The  working  document  points  out  that  what  is  involved  in  this 
case  is  one  of  the  basic  and  most  fundamental  rights  of  the  Berne 
Convention,  and  that  there  is  no  possible  legal  basis  whatsoever  to 
deny  national  treatment  in  this  respect.  What  is  more,  the  working 
document  also  points  out  that  it  can  be  deduced  from  article  9  of 
the  Berne  Convention  that,  in  countries  where  widespread  home 
taping  prejudices  the  interests  of  writers  and  other  copyright  own- 
ers, such  a  payment  should  be  introduced  to  reduce  at  least  such 
prejudices  to  an  acceptable  reasonable  level. 

The  working  document  finally  deals  with  two  ways  to  deny  na- 
tional treatment  in  an  indirect  way. 

The  first  is  to  transfer  the  protection  of  certain  works  to  sui  ge- 
neris protection  systems  which  are  not  covered  by  the  principle  of 
national  treatment.  The  working  document  mentions  two  legal 
techniques  in  this  field. 

The  first  is  to  apply  an  overly  strict  originality  test  and  to  leave 
those  works  which  fail  this  test  to  a  so-  called  safety  net  sui  ge- 
neris protection  which  is  outside  Berne  and  not  covered  by  the 
principle  of  national  treatment. 

We  can  see  such  attempts  with  respect  to  data  bases,  for  exam- 
ple. 

The  other  technique  is  to  establish  neighboring  rights  for  produc- 
ers in  parallel  to  the  rights  granted  to  authors  in  respect  of  the 
same  works;  neighboring  rights  which  are  not  covered  by  the  Berne 
Convention  and  perhaps  even  not  by  any  other  convention  and  in 
respect  to  which  national  treatment  is  not  granted. 

We  can  see  such  attempts  first  of  all,  in  respect  to  audiovisual 
works. 

Finally,  the  other  method  used  is  to  prescribe  in  a  national  law 
that  a  certain  percentage  of  income  due  to  authors  and  other  own- 
ers of  copyright  should  be  used  for  general  cultural  purposes.  Of 
course,  copyright  owners  are  free  to  decide  in  that  way.  But  if  it 
is  the  law  itself  which  prescribes  the  use  of  money  due  to  individ- 
ual copyright  owners  for  general  cultural  purposes,  national  pur- 
poses, it  is  of  course  a  violation  of  the  principle  of  national  treat- 
ment and  also  a  violation  of  certain  minimum  standards  under  the 
Berne  Convention. 

After  this  analysis,  the  working  document  proposes  three  things. 

First,  it  proposes  that  the  protocol  should  recognize,  in  addition 
to  the  four  cases  in  the  text  of  the  Berne  Convention,  where  excep- 
tions are  allowed  to  the  principle  of  national  treatment,  also  the 
fifth  case  in  respect  to  public  lending  rights  on  the  basis  of  a  de 
facto  agreement  among  the  member  countries  of  the  Berne  Union. 
It  is  considered  as  a  kind  of  surgical  intervention  to  remove  the 
cancerous  part  and  to  try  to  prevent  proliferation  of  the  disease  by 
this  act.  Because  the  second  point  of  our  proposal  is  that  it  should 
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be  stated  that  in  no  other  cases  is  it  allowed  to  restrict  or  deny  na- 
tional treatment. 

And  the  third  element  is  that  the  protocol  should  make  it  clear 
that  national  treatment  should  be  fully  applied  also  in  the  case  of 
collective  administration  of  rights. 

As  I  said,  I  would  like  to  refer  briefly  to  the  new  instrument  sim- 
ply to  say  that  the  working  document  proposes,  that  in  respect  to 
the  new  instrument,  national  treatment  should  be  applied  fully. 

But  I'd  like  to  say  that  this  in  itself  may  not  be  sufficient.  An 
appropriate  relationship  should  be  established  between  the  protocol 
to  the  Berne  Convention  on  the  one  hand  and  the  new  instrument 
on  the  other. 

In  the  working  document,  there  is  nothing  about  that  because 
the  governing  bodies  decided  to  postpone  decision  about  this  to  a 
later  stage. 

But  it  is  very  clear  that  this  so-called  bridge  instrument,  the  new 
instrument,  can  only  function  well  as  a  bridge  if  the  principle  of 
national  treatment  is  appHed  to  both  the  protocol  and  the  new  in- 
strument on  the  rights  of  performers  and  producers  of  phonograms. 
Not  separately  but  parallel. 

And  I  think  it  will  be  of  course  the  subject  of  discussion  later 
whether  this  is  acceptable  for  everybody  or  not. 

I'd  like  to  make  two  closing  remarks.  First  is  that  the  inter- 
national bureau  of  WIPO  proposes  that  the  principle  of  national 
treatment  should  be  reinforced,  but  we  would  like  to  stress  also 
that  there  is  a  corollary  to  this.  That  is,  that  the  minimum  level 
of  protection  under  the  Berne  Convention  also  should  be  updated. 

My  second  remark  and  my  last  remark  is  that  you  may  find  that 
the  views  expressed  and  the  proposals  made  in  the  working  docu- 
ment— how  shall  I  put  it — are  closer  to  the  position  of  the  United 
States  in  this  respect  than  the  position  of  certain  other  countries. 

We  consider  that  no  reasonable  international  arrangements  are 
feasible  in  this  field  without  the  participation  and  support  of  the 
United  States.  However,  the  reason  behind  these  views  and  propos- 
als is  not  that  we  would  like  to  please  the  United  States  or  to  take 
side  in  the  debate  between  the  United  States  and  other  countries. 

The  reason  is  that  those  views  and  proposals  correspond  to  the 
principles  and  obligations  under  the  Berne  Convention. 

And  those  views  and  proposals  correspond  to  professional  hon- 
esty and  to  the  objectives  WIPO  is  supposed  to  serve  for  the  inter- 
national community.  Thank  you,  Mr.  Chairman. 

Mr.  Hughes.  Thank  you.  Director  Fiscor. 
[The  prepared  statement  of  Mr.  Ficsor  follows:] 

Prepared  Statement  of  Mihaly  Ficsor,  Director,  Copyright  Department, 
World  Intellectual  Property  Organization  (WBPO),  Geneva,  Switzerland 

Mr.  Chairman  and  Members  of  the  Subcommittee, 

It  is  a  great  privilege  to  appear  before  you  to  testify  on  the  application  of  national 
treatment — one  of  the  basic  principles  of  the  Berne  Convention  for  the  Protection 
of  Literary  and  Artistic  Works— in  relation  to  a  possible  protocol  to  the  Convention. 
I  thank  you  for  this  invitation  both  on  behalf  of  WIPO  and  on  my  own  behalf. 

I.  introduction 

The  principle  of  national  treatment — or,  in  other  words,  the  principle  of  assimila- 
tion of  foreign  authors  to  national  authors— has  been  one  of  the  cornerstones  of  the 
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Berne  Convention  since  its  adoption  in  1886  (and,  as  we  shall  see,  in  international 
copyright  relations,  it  is  even  older  than  the  Berne  Convention  itselO- 

For  a  long  time,  the  principle  of  national  treatment  was  duly  respected  by  the 
countries  party  to  the  Convention.  The  Convention  itself  allowed  certain — strictly 
determined — Imiitations  to  the  application  of  this  principle  in  exceptional  cases,  but 
apart  from  those  limitations,  the  applicability  of  national  treatment  was  not  ques- 
tioned. 

In  the  last  decades,  with  the  advent  of  new  technologies,  new  categories  of  works 
and  new  ways  of  exploiting  works  appeared  and  spread  rapidly,  calling  for  the  ex- 
tension of  the  scope  of  copyright  protection  or  at  least  for  the  adaptation  of  the  ex- 
isting norms  to  the  new  developments.  In  this  situation,  the  consistent  application 
of  national  treatment  would  have  been  particularly  important.  However,  as  we  shall 
discuss  later,  national  treatment  was  denied  or  restricted  in  various  countries  party 
to  the  Berne  Convention  in  respect  of  certain  new  categories  of  works  and/or  certain 
"new"  rights  (or  even  certain  old  rights  to  be  applied  under  new  circumstances). 

The  main  purpose  of  preparing  a  possible  protocol  to  the  Berne  Convention  is  to 
respond  to  the  challenges  of  the  new  technologies  and  to  clarify  the  international 
copyright  standards  in  respect  of  the  new  categories  of  works  and  new  ways  of  ex- 
ploiting them. 

The  documents  prepared  by  the  International  Bureau  of  WIPO  for  the  first  two 
sessions  of  the  Committee  of  Experts  working  on  the  preparation  of  the  proposed 
protocol,  held  in  November  1991  and  February  1992,  proposed  that  the  principle  of 
national  treatment  be  applied  consistently  for  aU  new  categories  of  works  and  for 
all  "new"  rights  (or  old  rights  to  be  applied  under  new  conditions)  covered  by  the 
terms  of  reference  of  the  preparatory  work.  The  discussions  during  those  two  ses- 
sions revealed,  however,  tnat  several  countries  would  still  be  in  favor  of  more  or 
fewer — direct  or  indirect— limitations  on  national  treatment. 

It  was  against  that  background  that  the  Assembly  of  the  Berne  Union,  when  in 
September  1992  it  determined  the  terms  of  reference  of  the  third  session  of  the 
Committee  of  Experts  (which  will  be  held  from  June  21  to  25,  1993),  included  "na- 
tional treatment"  (a  separate  comprehensive  consideration  of  the  questions  concern- 
ing this  principle  of  the  Berne  Convention)  in  the  three  "new  items"  to  be  discussed 
(the  other  two  being  "the  distribution  right,  including  the  importation  right,"  and 
"the  enforcement  of  rights"). 

In  this  statement,  Ishall  first  describe  the  provisions  of  the  1971  Paris  Act  (that 
is,  the  latest  Act)  of  the  Berne  Convention  concerning  national  treatment  (Part  HI). 
I  shall  then  review  the  history  of  the  regulation  of  national  treatment  in  the  Con- 
vention which  has  led  to  the  present  status  (Part  III).  Finally,  I  shall  deal  with  the 
new  challenges  to  the  application  of  the  principle  of  national  treatment  and  the  way 
the  working  document  of  the  International  Bureau  of  WIPO  proposes  to  respond  to 
those  challenges  (Part  IV,  containing  the  relevant  paragraphs  of  that  working  docu- 
ment, together  with  some  brief  additional  comments). 

II.  THE  REGULATION  OF  NATIONAL  TREATMENT  IN  THE  LATEST  ACT  OF  THE  BERNE 

CONVENTION 

The  basic  provision  on  national  treatment  is  contained  in  Article  5(1)  of  the  1971 
Paris  Act  of  the  Berne  Convention.  It  reads  as  follows:  "Authors  shall  enjoy,  in  re- 
spect of  works  for  which  they  are  protected  under  this  Convention,  in  countries  of 
the  Union  other  than  the  country  of  origin,  the  rights  which  their  respective  laws 
do  now  or  may  hereafter  grant  to  their  nationals,  as  well  as  the  rights  specially 
granted  by  this  Convention." 

Let  us  analyze  the  various  words  and  expressions  of  this  provision. 

"Author":  It  would  be  beyond  the  purpose  of  this  statement  to  discuss  the  different 
meanings  of  the  word  "author"  under  the  various  national  laws  and  the  relationship 
of  those  laws  to  the  relevant  provisions  of  the  Berne  Convention.  It  seems  necessary 
to  state,  however,  that  "author^ — with  the  exception  of  certain  provisions  (particu- 
larly those  of  Article  6bis  of  the  Convention  on  "moral  rights")— also  means  any  suc- 
cessor of  title  of  the  author.  This  clearly  follows,  inter  'alia,  from  Article  2(6)  of  the 
Convention  which  reads  as  follows:  "This  protection  shall  operate  for  the  benefit  of 
the  author  and  his  successors  in  title"  (emphasis  added).  Thus,  it  is  clear  that  all 
categories  of  owners  of  copyright  in  literary  and  artistic  works  are  entitled  to  na- 
tional treatment  under  Article  5(1)  of  the  Convention. 

"[SJhall  enjoy":  The  verb  "enjoy"  relates  to  the  rights  identified  in  the  provision. 
The  fact  that  it  stands  alone,  and  no  reference  is  made — in  addition  to  the  enjoy- 
ment of  rights — to  the  exercise  of  rights,  may  be  important  to  determine  the  extent 
to  which  national  treatment  is  applicable  to  the  various  aspects  of  copyright  legisla- 
tion. The  Convention  differentiates  between  eiyoyment  of  rights  and  exercise  of 
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rights  (see,  particularly,  Article  5(2),  also  discussed  below).  The  notion  of  "enjoy- 
ment" of  rights  is  clear:  it  means  that  certain  rights  are  actually  granted  to  owners 
of  copyright.  The  notion  of  "exercise"  is  less  clear,  or,  at  least,  it  may  be  said  that, 
in  the  various  provisions  of  the  Convention,  the  word  "exercise"  is  used  in  such  dif- 
ferent contests  that  it  may  not  be  thought  to  have  the  same  scope  of  meaning  every- 
where. In  particular,  in  Article  llbis(2)  of  the  Convention,  the  expression  "to  deter- 
mine the  conditions  under  which  the  rights  mentioned  in  the  preceding  paragraph 
may  be  exercised"  is  generally  interpreted  to  mean  the  possibility  of  applying  non- 
voluntary licenses  (and  the  intention  expressed  by  the  relevant  revision  conferences 
as  reflected  in  the  records  of  those  conferences  confirm  that  this  interpretation  is 
justified).  A  non-voluntary  license,  however,  is  not  a  mere  question  of  the  exercise 
of  an  exclusive  right;  it  is  a  limitation  of  that  right  (to  a  right  to  remuneration), 
that  is,  it  is  a  question  of  the  enjoyment  or  non-enjoyment  of  a  certain  right  (an 
exclusive  ri^t  of  authorization).  Such  provisions,  therefore,  are  actually  covered  by 
the  provision  of  Article  5(1)  of  the  Convention  on  national  treatment  (which  only 
speaks  of  enjoyment  of  rights).  In  Article  5(2)  of  the  Convention,  where  it  is  pro- 
vided that  "[t]he  enjoyment  and  the  exercise  of  these  rights  shall  not  be  subject  to 
any  formality"  and  that  "such  enjoyment  and  such  exercise  shall  be  independent  of 
the  existence  of  protection  in  the  country  of  origin  of  the  work,"  what  is  involved 
in  respect  of  the  exercise  of  rights  is  the  possibility  to  exercise  the  rights  and  not 
the  rules  on  the  way  those  rights  may  be  exercised  (whether  they  are  transferable, 
and  in  which  way  transfers  and/or  licenses  may  be  panted).  However,  the  national 
laws  of  a  number  of  countries — mainly  those  with  civil  law  (or  "Continental")  legal 
traditions — also  contain  more  or  less  detailed  norms  on  the  actual  exercise  of  rights 
(transferability  of  rights,  the  conditions  of  transfers  and/or  licenses).  The  fact  that 
Article  5(1)  only  mentions  the  enjoyment  of  rights — and  not  the  exercise  of  rights- 
may  serve  as  a  basis  for  the  interpretation  that  the  principle  of  national  treatment 
does  not  extend  to  the  above-mentioned  norms  on  the  exercise  of  copyright  (and 
thus,  in  those  respects,  the  applicability  of  the  general  rules  of  private  international 
law  may  emerge). 

"[I]n  respect  of  works  for  which  they  are  protected  under  the  Convention":  This 
means  two  things.  First,  this  means  that  the  obligation  to  grant  national  treatment 
only  extends  to  those  productions  which  are  covered  by  the  notion  of  literary  and 
artistic  works  under  Article  2  of  the  Convention  (the  questions  related  to  this  condi- 
tion are  discussed  in  detail  in  Part  IV  below).  Second,  this  means  that  a  production 
should  not  only  be  covered  by  the  notion  of  "woik"  under  the  Convention,  but  it 
should  also  be  eligible  for  protection  under  Articles  3  and  4  of  the  Convention  which 
determine  the  so-called  points  of  attachment  (conditions  of  protection,  such  as  na- 
tionality or  first  publication  in  the  country). 

"[I]n  countries  of  the  Union  other  than  the  country  of  origin":  This  also  means  two 
things:  First,  this  means  that,  in  the  country  of  origin  of  the  work,  the  provisions 
of  Article  5(1)  are  not  applicable.  The  country  of  origin  of  a  work  is  defined  in  Arti- 
cle 5(4)  of  the  Convention  (in  general,  the  country  offirst  publication  and,  in  certain 
cases,  the  country  of  nationality,  of  the  headquarters  or  habitual  residence  of  the 
makers  of  cinematographic  works  or  of  the  place  where  an  architectural  work  has 
been  erected).  It  is  Article  5(3)  of  the  Convention  which  determines  which  law  gov- 
erns protection  in  the  country  of  origin,  namely,  in  general,  the  domestic  law  alone. 
However,  when  the  author  is  not  a  national  of  the  country  of  origin  of  the  work  for 
which  he  is  protected  under  the  Convention,  the  said  article  provides  that  he  must 
enjoy  in  that  country  the  same  rights  as  national  authors.  This  means  that  the  na- 
tionals of  the  country  of  origin  do  not  enjoy  any  protection  under  the  Convention; 
their  protection  is  governed  exclusively  by  the  national  law  (that  is,  "the  ri^ts  spe- 
cially granted  by  [the]  Convention"  are  not  applicable  obligatorily),  while  non-na- 
tionals are  protected  by  the  rule  that  they  must  enioy  the  same  rights  as  riational 
authors  (national  treatment):  this  provision  is  intended  to  prevent  possible  discrimi- 
nation against  non-nationals  in  the  domestic  law. 

"[TJhe  rights  which  their  respective  laws  do  now  or  may  hereafter  ^rant  to  their 
nationals":  The  basic  question  is  what  the  expression  "respective  laws  means,  and 
the  answer  to  this  question  is  fairly  evident:  respective  laws"  are  the  laws  on  "the 
rights  of  authors  in  their  literary  and  artistic  works,"  that  is,  the  rights  of  authors 
to  be  protected  under  the  Berne  Convention  in  keeping  with  the  preamble  and  with 
Article  1  of  the  Convention  which,  by  using  the  above-quoted  expression,  determine 
the  subject  matter  of  the  Convention.  This  means  that  not  all  the  rights  of  authors 
are  protected  under  the  Convention,  but  only  the  rights  in  their  literary  and  artistic 
works  (that  is,  for  example,  a  right  for  the  authors  to  receive  a  certain  subsidy  or 
tax  allowance  under  certain  conditions,  based  on  the  fact  that  they  pursue  the  pro- 
fession of  authorship,  is  not  a  right  in  literary  and  artistic  works,  and,  thus,  is  not 
covered  by  the  obligation  to  grant  national  treatment).  On  the  other  hand,  with  the 
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few  exceptions  allowed  under  the  Convention  (see  below),  the  obligation  to  grant  na- 
tional treatment  extends  to  all  the  ri^ts  of  authors  in  their  Uterary  and  artistic 
works  provided  for  in  the  laws  of  the  countries  concerned. 

"[A]s  well  as  the  rights  specially  a  granted  by  this  Convention":  This  phrase,  in 
principle,  goes  beyona  national  treatment  proper,  but  it  is  an  indispensable  corollary 
to  the  principle  of  national  treatment.  National  treatment  alone  might  involve  im- 
portant differences  among  the  levels  of  protection  in  different  countries,  and  this 
might  create  unacceptable  situations  for  countries  that  provide  for  much  more  gen- 
erous protection  than  average  in  their  relations  with  countries  that  provide  for  an 
unusually  low  level  of  protection.  Therefore,  the  obligation  to  grant  national  treat- 
ment under  the  Berne  Convention  has  always  been  linked  to  the  obligation  to  grant 
at  least  the  minimum  protection  determined  by  the  Convention.  Of  course,  such 
minimum  protection,  unless  certain  countries  apply  less  favorable  treatment  to  their 
nationals  tnan  to  foreigners  (which  is  rareW  the  case,  but  stiU  there  are  some  exam- 
ples), in  general,  actually  becomes  part  oi  national  treatment.  The  minimum  level 
of  obligation  has  been  increased — or  at  least  clarified  in  various  aspects — as  a  result 
of  the  subsequent  revisions  of  the  Convention. 

The  Berne  Convention  determines  the  few  cases  in  which  reciprocity  rather  than 
national  treatment  may  be  applied.  These  are  the  following: 

(i)  works  of  applied  art:  if  in  the  country  of  origin  they  are  protected  solelv  as  in- 
dustrial designs,  a  country  which  grants  protection  both  under  its  copyright  law  (for 
"works  of  applied  art")  and  its  industrial  design  law  (for  "industrial  designs")  may 
deny  protection  under  its  copyri^t  law  (but  has  to  grant  protection  under  its  indus- 
trial aesign  law  (Article  2(7)); 

(ii)  works  that  qualify  for  protection  by  virtue  of  the  "back  door"  provision:  their 
protection  may  be  limited  to  the  protection  that  is  given  to  works  of  nationals  of 
the  countries  party  to  the  Convention  by  the  country  whose  nationals  the  authors 
of  such  countries  are  (Article  6(1)); 

(iii)  comparison  of  terms:  if  a  country  grants  protection  longer  than  the  minimum 
provided  in  the  Berne  Convention  and  the  country  of  origin  of  the  work  grants  pro- 
tection that  is  shorter  than  in  the  first-mentioned  country,  the  first-mentioned  coun- 
try may  apply  the  said  shorter  term  in  the  case  of  a  work  the  country  of  origin  of 
which  grants  the  shorter  term  (Article  7(8))  (there  is  a  specific  exception  in  Article 
30(2)  concerning  the  term  of  protection  of  the  right  of  translation,  but,  for  all  prac- 
tical purposes,  it  is  not  significant); 

(iv)  droit  de  suite:  a  country  that  recognizes  the  droit  de  suite  (that  is,  a  right  of 
the  author  to  a  share  in  case  of  any  resale  of  the  original  of  his  work  of  art  or  of 
the  manuscript  of  his  work)  may  only  apply  it  to  works  whose  authors  are  nationals 
of  another  country  which  also  recognizes  the  droit  de  suite  (Article  14ter(2)). 

As  discussed  in  Part  IV,  below,  in  addition  to  the  above-mentioned  cases  deter- 
mined in  the  test  of  the  Berne  Convention,  there  seems  to  be  one  more  case  where — 
on  the  basis  of  a  subsequent  de  facto  agreement  among  the  member  countries  of  the 
Berne  Union — national  treatment  may  be  denied  or  restricted,  namely,  in  the  case 
of  public  lending  right  of  books  and  other  similar  publications. 

National  treatment  is  one  of  the  three  principles  that  are  traditionally  considered 
to  be  the  basic  principles  of  the  Berne  Convention.  The  other  such  basic  principles 
are  tfie  principle  of  formality -free  protection  and  the  principle  of  independence  of  pro- 
tection. Both  are  included  in  Article  5(2),  referred  to  above  in  a  difTerent  contest, 
and  both — although  in  different  ways — may  be  qualified  as  indispensable  corollaries 
to  the  principle  ofnational  treatment. 

As  discussed  in  Part  III,  below,  the  principle  of  formality-free  protection  has 
grown  out  of  what  used  to  be  an  exception  to  the  principle  of  national  treatment. 
It  was  recognized  as  early  as  at  the  time  of  adoption  of  the  Berne  Convention  (and 
even  before,  in  the  contest  of  bilateral  agreements)  that  the  application  of  the  for- 
malities of  the  country  where  protection  is  claimed,  rather  than  the  application  of 
the  formalities  of  the  country  of  origin  alone,  would  make  the  enjoyment  and  exer- 
cise of  copyright  extremely  difficult  and  in  certain  cases  nearly  impossible.  A  further 
step  was,  as  discussed,  that  formalities  as  conditions  of  protection  were  completely 
abolished.  Thus,  the  first  phrase  of  the  first  sentence  of^  Article  5(2)  now  reads  as 
follows:  "The  enjoyment  and  the  exercise  of  these  rights  [that  is,  the  rights  to  be 
protected  under  the  Convention]  shall  not  be  subject  to  any  formality." 

TTie  principle  of  independent  protection  is  included  in  the  remainder  of  Article 
5(2).  The  second  phrase  of  its  first  sentence  and  its  second  sentence  read  as  follows: 
"[SJuch  enjoyment  and  such  exercise  shall  be  independent  of  the  existence  of  protec- 
tion in  the  country  of  origin  of  the  work.  Consequently,  apart  from  the  provisions 
of  this  Convention,  the  extent  of  protection,  as  well  as  the  means  of  redress  afforded 
to  the  author  to  protect  his  rights,  shall  be  governed  exclusively  by  the  laws  of  the 
country  where  protection  is  claimed."  The  relationship  of  this  principle  to  the  prin- 
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ciple  of  national  treatment  is  ao  close  that  saying  that  this  principle  is  a  corollary 
to  the  principle  of  national  treatment  may  even  be  considered  to  be  an  understate- 
ment. What  IS  involved  may  also  be  thought  of  as  a  further  clarification  of  the  way 
national  treatment  must  be  granted  and  applied.  In  Article  5(1)  (on  national  treat- 
ment), the  emphasis  is  on  the  level  of  protection  to  be  granted,  while  in  the  above- 
quoted  provisions  of  Article  5(2)  (on  the  independence  of  protection),  the  emphasis 
is  rather  on  the  applicable  law. 

The  second  sentence  of  Article  5(2)  seems  to  offer  further  arguments  for  the  inter- 
pretation that  the  obligation  to  grant  national  treatment  does  not  cover  the  provi- 
sions on  the  exercise  oT  rights  (that  is,  the  provisions  on  the  questions  of  transfer- 
ability and  on  the  conditions  of  transfers  and  licenses)  and  that  the  applicability  of 
those  provisions  is  a  question  for  the  application  of  the  general  principles  of  private 
international  law.  This  is  so  because  the  said  second  sentence  only  refers  to  the  ex- 
tent of  protection  (that  is,  the  enjoyoient  of  rights)  and  to  the  means  of  redress  af- 
forded to  the  author  to  protect  his  rights  (that  is,  the  enforcement  of  rights),  but 
not  to  the  provisions  governing  the  exercise  of  rights.  (It  is  true  that,  in  respect  of 
cinematographic  works,  the  Berne  Convention  itself— in  its  Article  14bis — regulates 
certain  aspects  of  the  exercise  of  rights;  this  is,  however,  an  exception  to  which  the 
said  second  sentence  refers,  inter  alia,  by  its  phrase  "apart  from  the  provisions  of 
this  Convention.") 

III.  REVIEW  OF  THE  DEVELOPMENT  OF  THE  PRINCIPLE  OF  NATIONAL  TREATMENT  UNDER 

THE  BERNE  CONVENTION 

Since  one  of  the  most  important  purposes  of  studying  history  is  to  be  able  to  bet- 
ter understand  the  present  and  to  try  to  deduce  some  useful  lesson  for  the  fiature, 
it  seems  worthwhile  to  look  back  on  how  the  principle  of  national  treatment  in  the 
field  of  international  protection  of  copyright  was  bom  and  how  it  evolved  during  the 
subsequent  revisions  of  the  Berne  Convention. 

If  we  only  start  with  the  adoption  of  the  Berne  Convention  in  1886,  we  may  state 
that  the  principle  of  national  treatment,  combined  with  provisions  determining  the 
minimum  level  of  protection,  was  the  result  of  a  compromise  between  those  who 
wanted  to  create  a  universal  copyright  law  applicable  in  all  countries — based  on  the 
theory  of  a  natural  right  of  the  author  in  his  intellectual  property — and  those  who 
considered  a  more  pragmatic  approach  desirable,  namely  the  approach  according  to 
which,  first,  a  minimum  level  of  protection  should  be  combined  with  the  obligation 
to  grant  national  treatment,  and  that  the  obiective  of  a  "universal  copyright  law" 
should  be  attained  gradually  later,  as  a  result  of  subsequent  completions  and  im- 
provements of  the  Convention. 

However,  a  knowledge  of  the  pre-history  of  the  Berne  Convention  also  seems  to 
be  important  to  understand  in  what  context  the  principle  of  national  treatment 
emerged  in  international  copyright  relations. 

Before  the  adoption  of  the  Berne  Convention,  international  protection  of  copyright 
(that  is,  the  protection  of  the  works  of  foreigners)  existed  in  three  major  forms:  (i) 
in  the  form  of  "courtesy  copyright":  (ii)  in  the  form  of  reciprocity  without  any  inter- 
national agreement  and  (iii)  in  the  form  of  bilateral  agreements  (in  some  of  which — 
with  the  possibility  of  accession  by  further  countries — also  the  elements  of  multilat- 
eral agreements  started  to  appear). 

"Courtesy  copyright" — that  is,  granting  copyright  protection  to  foreign  works  with- 
out requiring  reciprocity — was  based  on  the  theory  of  a  natural  right  of  authors  in 
their  intellectual  property,  which,  according  to  the  same  theory,  was  to  be  recog- 
nized as  being  universal  in  character  throughout  the  world,  irrespective  of  the  na- 
tionality of  the  authors  or  of  any  other  criteria  (such  as  the  place  of  publication). 
"Courtesy  copyright"  was  granted  only  in  two  countries:  in  France  in  1852  and  in 
Belgium  in  1886.  (This  way  of  protecting  foreign  works  has  ceased  to  exist  also  in 
those  countries  since  then).  The  two  laws  were  not  based  on  the  same  approach.  The 
1852  French  law  granted  foreign  authors  the  same  rights  in  France  as  those  enjoved 
by  them  in  their  own  countries  (that  is,  national  treatment  was  not  granted),  while 
the  Belgian  law  was  based  on  the  principle  of  national  treatment. 

The  most  typical  solution  for  international  protection — in  the  absence  of  bilateral 
or  multilateral  agreements — was  making  such  protection  conditional  on  reciprocity. 
In  certain  countries,  reciprocity  meant  material  reciprocity,  that  is,  a  substantially 
equivalent  protection  was  required  in  the  other  country  concerned  (such  kind  of  reci- 
procity was  required,  for  example,  in  the  Danish  Law  of  1744  and  the  Austrian  Law 
of  1846).  In  certain  other  countries,  only  formal  reciprocity  was  prescribed,  that  is, 
some  kind  of  reciprocity  in  the  other  country  concerned  was  necessary,  but  substan- 
tial similarity  of  the  protection  granted  was  not  a  further  condition.  The  nationals 
of  the  other  countries  were  assimilated  to  the  nationals  of  the  country  where  protec- 


60 

tion  was  claimed  on  the  basis  of  such  formal  reciprocity;  in  other  words,  such  foreign 
nationals  enjoyed  national  treatment  (such  kind  of  reciprocity  was  prescribed,  lor 
example,  in  the  Swiss  Law  of  1883). 

By  the  time  the  Berne  Convention  was  adopted  in  1886,  bilateral  agreements  of- 
fered the  typical  legal  basis  for  international  copyright  protection.  Prussia  was  the 
pioneer  in  this  field;  it  concluded  bilateral  aCTeements  with  the  other  German 
States  from  1827  to  1829.  Later,  Belgium,  the  United  Kingdom,  France,  Spain  and 
Italy  also  actively  participated  in  the  establishment  of  bilateral  agreements.  In 
1886,  a  complex  network  of  such  agreements  existed  among  a  great  number  of  Euro- 
pean countries  (and  some  Latin  American  countries). 

The  experiences  gained  on  the  basis  of  the  first  bilateral  agreements  had  signifi- 
cant influence  on  the  evolution  of  international  copyright  relations,  in  general,  and 
on  the  application  of  the  principle  of  national  treatment,  in  particular.  For  example, 
the  first  mter-German  agreements  were  based  on  the  principle  of  national  treat- 
ment. However,  at  the  time  of  the  conclusion  of  those  agreements,  there  were  great 
differences  in  the  extent  of  protection  granted  by  the  various  (jerman  States;  in 
some  of  thsm,  efficient  protection  was  granted,  while  in  others,  copyright  protection 
was  practically  non-existent.  This  drew  attention  to  the  fact  that  national  treatment 
alone  was  not  sufficient  for  a  reasonable  international  copyright  protection  system. 
In  the  later  bilateral  agreements,  the  obligation  to  grant  national  treatment  was 
combined  with  the  obligation  to  grant  at  least  a  minimum  level  of  protection. 

The  evolution  of  inter-German  copyright  relations  which  followed  the  conclusion 
of  bilateral  agreements  is  also  worthwhile  noting.  The  important  differences  that  ex- 
isted in  the  level  of  protection  in  the  German  States — in  harmony  with  the  general 
process  of  (jerman  unification — ^gradually  disappeared,  and  similar  laws  were  adopt- 
ed everywhere.  This  contributea  to  the  emergence  of  the  idea  that  a  universal  codi- 
fication of  copyri^t  law  was  not  only  desirable  but  also  feasible. 

Against  the  background  of  the  successful  all-(jrerman  codification  of  copyright  law, 
it  is  quite  understandable  that  during  the  Berne  diplomatic  conferences  in  1884, 
1885  and  1886 — which  led,  in  1886,  to  the  adoption  of  the  Berne  Convention — the 
G«rman  delegation  was  the  strongest  supporter  of  a  convention  providing  for  a  uni- 
versal copjrright  law.  At  the  end  of  the  first  session  of  the  1884  conference,  the  Ger- 
man delegation  asked  the  following  question:  "Instead  of  concluding  a  Convention 
based  on  the  principle  of  national  treatment,  would  it  not  be  preferable  to  work  from 
the  outset  towards  a  code  providing  for  a  uniform  regulation,  throughout  the  pro- 
jected Union,  within  the  framework  of  a  Convention,  of  all  provisions  concerning  the 
protection  of  copyright?"  (See  page  24  of  the  "Actes  de  la  Conference  Internationale 
pour  la  protection  des  droits  d'auteur  reunie  a  Berne  du  8  au  19  September  1884".) 

This  idea,  however,  was  opposed  by  a  number  of  other  delegations.  Although  those 
delegations  accepted  the  idea  of  uniform  international  codification  as  a  long-term 
goal,  they  supported  a  more  pragmatic  approach.  They  pointed  out  that,  due  to  the 
differences  in  existing  laws,  the  ambitious  project  proposed  by  the  (jerman  delega- 
tion would  take  a  long  time  and  that,  therefore,  it  would  be  more  appropriate  to 
work  out  a  convention  that  was  acceptable  by  the  largest  number  of  countries  and 
to  reach  the  desired  uniformity  by  successive  development. 

This  pragmatic  position  was  finally  accepted  in  Berne  in  1886.  Since  then,  the  ob- 
ligation to  grant  national  treatment,  combined  with  the  obligation  to  provide  for  the 
minimum  protection  determined  in  the  Berne  Convention,  has  remained  the  basic 
structural  characteristic  of  the  Berne  Convention.  The  objective  outlined  at  the 
Berne  diplomatic  conferences  to  proceed  towards  the  final  goal  of  establishing  uni- 
versal copyright  codification  has  not  been  forgotten  or  neglected  during  the  more 
than  100-year  history  of  the  Berne  Convention.  However,  this  goal  wul  probably 
never  be  fully  attained. 

During  the  various  revision  conferences  (Paris  1896,  Berlin  1908,  Rome  1928, 
Brussels  1948,  Stockholm  1967,  Paris  1971),  the  minimum  level  of  protection  was 
gradually  increased  or  at  least  adapted  to  new  developments.  As  a  result  of  this 
modernization,  the  Berne  Convention  now  provides  for  fairly  comprehensive  and  de- 
tailed substantive  regulation  on  the  minimum  standards  to  be  granted  in  countries 
party  to  it. 

The  regular,  substantive  revisions  of  the  minimum  obligations  contributed  to  a 
reasonable  and  relatively  conflict-free  application  of  the  principle  of  national  treat- 
ment. 

In  the  original  1886  text  of  the  Berne  Convention,  there  were  two  exceptions  to 
the  obligation  to  grant  national  treatment  (under  Article  2(2)  of  the  said  text):  first, 
in  respect  of  formalities,  as  conditions  of  protection,  not  the  country  of  protection 
but  the  country  of  origin  was  applicable,  and,  second,  in  respect  of  the  duration  of 
protection,  the  principle  of  "comparison  of  terms"  was  prescribed  (the  duration  of 
protection  was  not  to  exceed  the  term  of  protection  in  the  country  of  origin). 
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The  two  exceptions  revealed  that  it  was  being  recognized  that  blind  application 
of  national  treatment  might  create  undesirable  contradictions  and  that  it  would 
even  go  against  the  interests  of  copyright  owners  which  it  was  to  serve. 

K  a  copyright  owner  had  had  to  comply  with  all  the  different  formalities  m  all 
the  countries  where  he  wished  to  enjoy  copyright  protection,  it  would  have  made  the 
obtention  of  protection  very  burdensome  and,  in  certain  cases,  even  impossible. 
Thus,  in  this  respect,  the  exception  to  national  treatment  was  indispensable  (an  ex- 
ception which  later,  with  the  1908  Berlin  revision  of  the  Convention,  where  formali- 
ties as  conditions  of  protection  were  abolished,  became  uimecessary). 

The  introduction  of  "comparison  of  terms"  was  justified  for  another  reason.  The 
history  of  the  evolution  of  the  principle  of  national  treatment  in  bilateral  agree- 
ments before  the  adoption  of  the  Berne  Convention  had  proved  that  that  principle 
could  only  resist  the  bearing  test  of  important  substantive  differences  up  to  a  cer- 
tain limit.  Beyond  that  limit,  it  might  become  unacceptable  to  countries  which  grant 
much  more  generous  protection  than  others.  The  difference  between  a  more  or  less 
high  level  of  protection  of  works  in  one  of  the  countries  and  no  protection  at  all  in 
the  other  country  (because  the  term  of  protection  had  lapsed)  seemed  to  go  beyond 
that  limit.  (Later,  during  the  1967  Stockholm  revision,  the  relevant  provision  was 
made  more  feasible.  Now  the  comparison  of  terms  is  not  prescribed  as  a  kind  of  obli- 
gation, but,  with  the  insertion  of  the  phrase  "unless  the  legislation  of  that  country 
otherwise  provides,"  only  as  the  basic  option). 

With  the  development  of  copyright  theory  and  legislation,  and,  particularly,  with 
the  advent  of  newer  and  newer  technologies,  new  categories  of  works  and  new 
means  of  exploitation  of  worics  (with  the  need  for  new  rights  or  for  new  ways  of  ap- 
plying old  rights),  new  strains  and  contradictions  emerged  around  the  principle  of 
national  treatment.  Those  strains  and  contradictions,  however,  were  eliminated  one 
after  the  other,  and  the  possibility  of  a  relatively  conflict-free  application  of  that 
principle  was,  thus,  maintained.  This  took  place  in  the  following  two  ways: 

First,  in  respect  of  those  categories  of  works  or  rights  which  were  of  relatively 
marginal  importance  from  the  viewpoint  of  normal  exploitation  of  copyright  and,  at 
the  same  time,  on  which  there  was  no  realistic  hope  to  reach  agreement  on  mini- 
mum provisions,  esceptions  were  allowed  to  the  ooligation  of  national  treatment. 
This  was  the  case  in  respect  of  works  of  applied  art  (see  Article  2(7)  of  the  1971 
Paris  Act),  which  were  marginal  in  the  sense  that  they  were  at  the  border  between 
copyright  and  industrial  property  and  that  frequently  industrial  property  rights 
were  granted  for  their  protection;  in  respect  of  works  qualifying  for  protection  bv 
virtue  of  the  "back-dooi^  provision  (see  Article  6(1)  of  the  1971  Paris  Act),  which 
were  marginal  because  they  had  been  created  by  authors  who  were  nationals  of 
countries  not  party  to  the  Berne  Convention;  and  in  respect  of  the  droit  de  suite  (see 
Article  14ter{2)  of  the  1971  Paris  Act),  which  was  marginal  because  it  related  to  an 
act  (resale  of  copies  of  works)  in  respect  of  which,  in  general,  no  rights  were  recog- 
nised under  the  Convention  and  which  concerned  onlv  certain  categories  of  works. 
This  seems  to  be  also  the  case  in  respect  of  the  public  lending  right  concerning 
books  and  similar  publications  (recognized,  as  discussed  in  Part  FV,  below,  on  the 
basis  of  a  de  facto  subseauent  agreement  among  the  countries  party  to  the  Conven- 
tion), which  is  marginal  because  it  relates  to  an  act  that  traditionally  has  not  been 
considered  to  be  part  of  the  normal  exploitation  of  works  and  whose  source  is  quite 
exceptional  in  the  field  of  copyright,  namely,  in  the  majority  of  cases,  the  budget 
of  the  government  or  the  municipalities  concerned. 

Second,  in  respect  of  those  new  categories  of  works  and  those  new  rights  (or  those 
new  variants  of  old  rights)  which  were  important  from  the  viewpoint  of  an  efficient 
protection  and  normal  exploitation  of  literary  and  artistic  works,  and  from  the  view- 
point of  the  legitimate  interests  of  copyright  owners,  the  desirable  way  of  eliminat- 
ing the  strains  and  contradictions  which  had  emerged  as  a  result  of  substantially 
different  provisions  (or  absence  of  provisions)  in  the  national  laws  of  the  various 
countries  was  the  subsequent  updating  of  the  minimum  obligations  under  the  Con- 
vention. This  method  was  successfully  applied  during  the  various  revision  con- 
ferences until  1971,  when  the  last  revision  conference  took  place  in  Paris  (or  rather, 
until  1967,  when  the  last  revision  conference  took  place  that  truly  brought  about 
an  updating  of  the  minimum  level  of  protection  under  the  convention). 

Since  1971,  no  revision  of  the  Berne  Convention  has  taken  place,  although  during 
the  more  than  two  decades  since  then,  perhaps  more  important  developments  have 
taken  place  in  the  creation,  dissemination  and  conditions  of  protection  of  worics  than 
between  the  adoption  of  the  Convention  and  its  last  revision  in  1971. 

As  a  result,  a  growing  number  of  important  differences  started  to  appear  in  the 
national  laws  of  the  countries  party  to  the  Berne  Convention,  not  only  at  the  mar- 
gin, but  in  the  very  center,  of  copyright  protection  in  respect  of  basic  categories  of 
works  and  of  rights  of  fundamental  importance.  Those  growing  differences  have  led 
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to  new  challenges  to  the  principle  of  national  treatment.  The  countries  which  pro- 
vide more  generous  protection  tnan  others  try  to  avoid  what  they  consider  to  be  an 
uryustified  unilateral  burden  by  denying  or,  at  least,  restricting  the  application  of 
national  treatment  by  different  means  and  on  the  basis  of  different  arguments. 

The  absence  of  appropriate  new  standards  is,  of  course,  only  one  of  the  reasons 
for  new  challenges  to  the  principle  of  national  treatment,  since  certain  countries 
with  negative  balances  in  the  field  of  international  exchange  of  protected  works  (and 
the  related  copyright  fees)  favor  the  restriction  of  this  principle  just  to  avoid  the  ob- 
ligation to  pay  copyright  fees  to  foreigners  whenever  possible.  However,  it  is  also 
obvious  that  the  principle  of  national  treatment  may  only  be  freed  from  the  increas- 
ing pressure,  ana  its  continued  application  may  only  be  guaranteed  if  the  growing 
discrepancies  in  respect  of  various  important  aspects  of  copyright  protection  are 
eliminated  or,  at  least,  decreased  to  a  bearable  level  through  a  new  updating  of  the 
minimum  protection  prescribed  by  the  Berne  Convention. 

This  is  one  of  the  most  important  objectives  of  the  proposed  protocol  to  the  Berne 
Convention. 

IV.  NEW  CHALLENGES  TO  THE  PRINCIPLE  OF  NATIONAL  TREATMENT  AND  THE 
PROPOSALS  OF  THE  INTERNATIONAL  BUREAU  OF  WIPO  TO  RESPOND  TO  THEM 

The  new  challenges  to  the  principle  of  national  treatment,  and,  particularly,  the 
different  means  of,  and  arguments  and  methods  used  for,  creating  exceptions  to  the 
application  of  that  principle,  referred  to  at  the  end  of  the  preceding  part  of  this 
statement,  are  analyzed  in  detail  in  paragraphs  83  to  128  of  the  working  document 
prepared  by  the  International  Bureau  of  WIPO  for  the  third  session  of  the  Commit- 
tee of  Experts  on  a  Possible  Protocol  to  the  Berne  Convention  to  be  held  in  Geneva 
from  June  21  to  25,  1993  (document  BCP/CE/III/2-in).  The  analysis  is  followed,  in 
paragraphs  129  to  132  of  the  same  document,  by  proposals  on  how  the  question  of 
national  treatment  be  addressed  in  the  possible  protocol.  It  seems  that  it  is  the  most 
appropriate  to  reproduce  the  relevant  part  of  the  document  in  the  written  version 
of  this  statement  and  to  only  restrict  it  to  a  summary  during  the  oral  presentation 
thereof.  The  said  part  of  the  document  reads  as  follows: 

DIFFERENT  MEANS  OF,  AND  ARGUMENTS  AND  METHODS  USED  FOR,  CREATING 
EXCEPTIONS  TO  NATIONAL  TREATMENT 

83.  Recently,  certain  arguments  have  emerged  in  copyright  literature, 
and  also,  some  attempts  have  been  made  at  the  level  of  national  legislation 
to  create  exceptions  to  national  treatment  in  cases  other  than  the  above- 
mentioned  four  exceptions  allowed  by  the  Berne  Convention.  The  exception 
may  consist  of  simply  denying  national  treatment  or  replacing  it  by  reci- 
procity. Denial  means  that  a  given  provision  in  national  law  applies  only 
to  nationals,  that  is,  it  does  not  apply  to  foreigners.  Reciprocity  means  that 
a  given  provision  in  the  national  law  applies  to  foreigners  only  if,  and  to 
the  extent  to  which,  their  countiy  provides  for  the  right  and  makes  it  avail- 
able to  foreigners.  The  existing  four  exceptions  in  the  Berne  Convention  to 
national  treatment  are  all  of  this  latter  kind,  that  is,  they  provide  for  reci- 
procity. 

Arguments  alleging  that  certain  payments  are  not  covered  by  the  Berne 

Convention 

84.  The  Berne  Convention  covers  the  "rights  of  authors  in  their  literary 
and  artistic  works"  (see  the  preamble  of  the  Convention).  National  treat- 
ment must  be  granted  "in  respect  of  works  for  which . . .  [authors]  are  pro- 
tected under  [the]  Convention,  in  countries  other  than  the  country  of  ori- 

S'n,"  and  this  treatment  must  extend  to  "the  rights  which  their  respective 
ws  [that  is,  the  respective  laws  of  the  said  countries]  do  now  [that  is,  at 
the  time  of  the  adoption  of  the  Convention]  or  may  hereafter  [that  is,  any 
time  after  the  adoption  of  the  Convention]  grant  to  their  nationals"  (Article 
5(1)). 

85.  The  "respective  laws"  of  the  countries  that  are  obliged  to  grant  na- 
tional treatment  under  the  Berne  Convention  are  any  laws  that  provide  for 
"rights  of  authors  in  their  literary  and  artistic  works."  The  name  or  title 
of  a  law,  and  the  fact  that  the  law  may  also  contain  provisions  the  subject 
and  nature  of  which  concern  other  rights,  do  not  affect  the  obligation  to 
grant  national  treatment  in  respect  of  the  "ri^ts  of  authors  in  their  lit- 
erary and  artistic  works."  The  mere  fact  that  such  rights  are,  in  the  law, 
called  something  other  than  copyright  or  author's  ri^ts  (e.g.,  ri^ts  alleged 
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to  be  cultural  endowments  or  tax  law  institutions),  does  not  change  their 
legal  nature  and  does  not  remove  the  obligation  to  grant  national  treat- 
ment. ■,  ■>       j.y  ^^ 

86.  Naturally,  one  has  to  decide  what  rights  are  covered  by  the  notion 
of  "ri^ts  of  authors  in  their  literary  and  artistic  works."  Rights  mentioned 
in  the  Convention,  or  being  of  the  same  nature  as  those  rights,  are  obvi- 
ously covered.  Thus,  if  the  right  is,  e.g.,  an  exclusive  ri^t  to  authorize  a 
certain  use  of  literary  and  artistic  works,  there  is  no  doubt  that  national 
treatment  must  be  granted  in  respect  of  such  a  right.  The  same  is  true  if 
the  right  is  a  mere  right  to  remuneration  where  such  a  right  is  admitted, 
merely  as  an  alternative  to  an  exclusive  right  of  authorization  by  the  Berne 
Convention  (c.f..  Articles  11  and  13).  At  the  same  time,  if  authors  have  a 
right  to  payment  which  does  not  relate  to  the  use  of  their  works  (but,  e.g., 
the  payment  is  due  to  them  as  an  endowment,  taking  into  account  their 
profession  as  authors,  as  a  contribution  to  promote  national  creativity),  it 
cannot  be  said  that  such  a  right  is  a  right  in  their  literary  and  artistic 
works.  Consequently,  such  a  right  is  not  covered  by  the  obligation  to  grant 
national  treatment. 

87.  Sometimes  it  is  argued  that  the  fact  that  it  is  not  the  actual  users 
of  works  who  pay  for  the  use  of  a  work— but  e.g.  the  government  or  the 
municipality  that  pays — the  right  to  payment  is  not  of  the  nature  of  rights 
covered  by  the  Berne  Convention.  However,  if  a  right  in  literary  and  artistic 
works  takes  the  form  of  a  ri^t  to  remuneration  for  the  use  of  such  works, 
it  is  irrelevant — from  the  viewpoint  of  whether  or  not  the  ri^t  is  covered 
by  the  Berne  Convention  and  its  principle  of  national  treatment — who  pays 
the  remuneration.  Usually,  it  is  the  person  or  entity  who  or  which  carries 
out  a  qualified  act  (user)  who  pays;  however,  even  if  the  law  provides  other- 
wise and  obliges  some  other  persons  or  entities  to  pay,  or  if  the  State  itself 
undertakes  to  pay,  as  long  as  the  remuneration  is  to  be  paid  for  the  use 
of  literary  and  artistic  works,  it  cannot  be  seriously  questioned  that  the 
right  to  such  remuneration  is  a  right  in  literary  and  artistic  works  covered 
by  the  obligation  to  grant  national  treatment. 

88.  The  first  significant  right  in  respect  of  which  the  question  emerged 
whether  it  is  covered  by  the  principle  of  national  treatment  was  the  so- 
called  public  lending  right  (for  the  definition  of  the  right,  see  paragraph  10, 
above)  which  had  been  introduced  in  certain  countries  as  a  right  to  remu- 
neration for  the  lending  of  books  by  not-for-profit  libraries  to  the  public. 

89.  In  Germany,  the  public  lending  right  is  provided  in  the  copyright  law. 
In  other  countries,  the  public  lending  ri^t  is  regulated  outside  the  copy- 
right law  and  is  called  oy  the  government  a  kind  of  cultural  or  social  en- 
dowment. 

90.  The  basis  for  the  collection  of  public  lending  right  payments  is  either 
the  number  of  books  stocked  in  libraries,  or  the  number  of  loans  effected 
or  both,  which  numbers  are  established  mostly  through  sampling  systems. 
A  further  method  is— although  it  is  only  rarely  applied— that  there  is  no 
sampling,  and  the  amount  of  payment  is  calculated  as  a  percentage  of  the 
annual  public  subsidy  paid  to  Ubraries  for  purchasing  books. 

91.  Public  lending  right  payments  are  covered  by  public  funds  (in  general, 
by  government  or  municipal  budgets)  and  collected  by  special  institutions — 
usually  of  semi-public  nature — such  as  national  authors'  funds.  In  Ger- 
many, however,  public  lending  right  payrnents  are  collected  and  adminis- 
terea  by  private  collecting  societies  (collective  administration  being  a  condi- 
tion under  the  law  itself). 

92.  In  some  countries,  the  amount  collected  is  paid  to  individual  authors, 
althou^  a  certain  percentage  is  retained  for  general  cultural  and  social 
purposes.  In  other  countries,  there  is  no  payment  to  individual  authors;  the 
whole  amount  collected  is  used  for  collective  purposes. 

93.  Under  the  Copyright  Law  of  Germany,  national  treatment  does  apply 
to  the  public  lending  right.  The  other  countries  where  this  right  exists  do 
not  grant  national  treatment  in  this  respect  on  the  basis  of  the  argument 
that  this  right  is  not  part  of  copyright  but  a  right  to  endowment,  a  special 
payment  for  the  promotion  of  national  creativity.  In  those  countries,  only 
nationals  enjoy  this  right  (that  is,  even  reciprocity  is  not  applied).  In  some 
countries,  however,  the  right  is  extended  to  foreigners  if  they  reside  in  the 
country  or,  under  certain  conditions,  to  authors  of  works  published  in  the 
national  language  of  the  country. 

94.  It  is  submitted  that,  although  the  above-mentioned  laws  (other  than 
the  law  of  Germany)  provide  for  public  lending  rights  in  laws  other  than 
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the  copyright  law,  those  rights,  as  discussed  below  (see  the  next  para- 
graphs), are  of  the  nature  of  copyright,  that  is,  rights  in  literary  and  artistic 
works.  Nevertheless,  for  the  reasons  also  discussed  below  (see  paragraphs 
96  and  97),  it  is  believed  that  the  denial  or  restriction  of  national  treatment 
in  respect  of  the  said  rights  is,  as  an  exception,  allowed  in  the  countries 
party  to  the  Berne  Convention. 

.95.  As  is  outlined  above,  public  lending  rights  take  different  forms.  These 
rights  have,  however,  something  in  common;  namely,  that  they  relate  to  a 
specific  use  of  the  works  concerned:  lending  copies  by  non-profit  libraries 
to  the  public.  Rights  conferred  upon  authors  not  just  because  they  pursue 
a  profession,  but  because  their  works  are  used  in  a  certain  way,  are  of  a 
nature  of  "rights  in  literary  and  artistic  works."  This  nature  of  public  lend- 
ing rights  is  clearer  where  there  is  individual  distribution,  and  particularly 
where  the  distribution  is  made  on  the  basis  of  sampling  of  actual  frequency 
of  lending.  However,  the  mere  fact  that  sampling  is  not  undertaken  and  dis- 
tribution is  made  on  some  other  basis  (e.g.,  on  the  basis  that  the  works  con- 
cerned have  been  made  available  for  lending  to  the  public)  does  not  change 
the  fact  that  such  rights  are  "rights  in  hterary  and  artistic  works."  The 
question  of  providing  for  collective  use  of  the  payments  rather  than  for  indi- 
vidual distribution  is  discussed  below. 

96.  Nevertheless,  controversy  concerning  the  denial  of  national  treatment 
in  respect  of  public  lending  rights  has  mainly  emerged  at  the  level  of  copy- 
right theory;  in  the  relationship  of  the  member  countries  of  the  Berne 
Union,  the  fact  that  national  treatment,  with  the  exception  of  Germany,  is 
denied  in  respect  of  these  rights  has  not  created  any  real  conflicts;  rather, 
it  seems  that  there  is  general  agreement  among  the  member  countries  of 
the  Union  that  the  present  situation  at  the  national  level  is  acceptable. 
This  attitude  of  the  member  countries  of  the  Berne  Union  may  be  consid- 
ered a  case  described  in  Article  31(3Xa)  of  the  Vienna  Convention  on  the 
Law  of  Treaties.  Under  Article  31(1)  of  the  said  Vienna  Convention,  "[a] 
treaty  shal  be  interpreted  in  good  faith  in  accordance  with  the  ordinary 
meaning  to  be  given  to  the  terms  of  the  treaty  in  their  context  and  in  the 
light  of  its  obiect  and  purpose."  Article  31(3)  of  the  Convention  adds  that 
"[tjhere  shall  be  taken  into  account  together  with  the  context: . . .  any  subse- 
quent agreement  between  the  parties  regarding  the  interpretation  of  the 
treaty  or  the  application  of  its  provisions."  The  Vienna  Convention  is  not 
applicable  in  respect  of  the  Berne  Convention  since  it  is  only  applicable  to 
treaties  concluded  after  its  entry  into  force,  and  the  Berne  Convention  (even 
its  latest  1971  Act)  is  not  such  a  treaty.  However,  the  Vienna  Convention 
is  a  codification  of  customary  international  law,  and,  on  the  basis  of  cus- 
tomary international  law,  by  and  large  the  same  conclusions  may  be 
reached  as  on  the  basis  of  the  Vienna  Convention  itself. 

97.  It  is  proposed  that  it  should  be  accepted  that,  since  the  adoption  of 
the  latest  text  of  the  Berne  Convention,  a  de  facto  agreement  of  the  member 
countries  of  the  Berne  Union  has  emerged  about  a  fifth  exception  to  the  ob- 
ligation to  grant  national  treatment  (concerning  public  lending  rights  for 
lending  books  by  non-profit-making  libraries  to  the  public).  However,  it  does 
not  seem  to  be  sufficient  just  to  state  this  fact;  all  the  necessary  con- 
sequences of  the  said  de  facto  agreement  should  be  drawn. 

98.  First  of  all,  it  should  be  Kept  in  mind  that  exceptions  to  the  obliga- 
tions under  the  Convention  must  not  be  interpreted  in  an  extensive  manner 
they  should  rather  be  interpreted  in  a  restrictive  manner.  Consequently,  it 
should  be  clarified  that  the  fact  that  there  is  agreement  that  national  treat- 
ment may  be  denied  in  respect  of  the  right  to  remuneration  for  "public 
lending"  of  books  is  in  no  way  an  appropriate  basis  to  deny  national  treat- 
ment in  respect  of  any  other  right  to  remuneration  for  any  other  use  of  lit- 
erary and  artistic  worics  other  than  books.  Thus,  inter  alia,  the  admitted 
exception  is  not  a  basis  to  extend  the  scope  of  rights  not  covered  by  national 
treatment  to  the  lending  by  non-profit-making  public  libraries  of  works 
other  than  books  (such  as  audiovisual  works,  works  embodied  in  sound  re- 
cordings, computer  programs,  etc.).  Actually,  for  the  sake  of  a  sufficiently 
solid  basis  to  determine  the  limits  of  the  application  of  this  new,  fifth,  de 
facto  exception  to  the  principle  of  national  treatment,  it  may  be  beneficial 
to  include  an  explicit  provision — like  the  one  on  the  droit  de  suite — in  the 
Berne  Convention.  The  operation  would  be  similar  to  the  removal  of  a  can- 
cerous part  of  an  organ;  by  sacrificing  that  part,  there  might  be  hope  to 
stop  the  transmission  and  proliferation  of  the  cancer. 
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99.  The  fact  that  the  danger  of  transmission  and  proliferation  of  the  can- 
cer of  denial  of  national  treatment  to  other  areas  does  exist  has  been  spec- 
tacularly demonstrated  in  the  field  of  the  right  to  remuneration  for  private 
reproduction  for  personal  purposes  of  audiovisual  worits  and  works  em- 
bodied in  sound  recordings  ("home  taping").  While  certain  countries  respect 
national  treatment  in  this  case,  certain  other  countries  are  denying  na- 
tional treatment  to  a  greater  or  lesser  extent. 

100.  In  this  case,  however,  not  only  the  principle  of  national  treatment 
is  involved,  but  also  the  question  of  the  recognition  of  a  right — the  most  tra- 
ditional and  most  fundamental  ri^t — specially  granted  by  the  Berne  Con- 
vention: the  right  of  reproduction. 

101.  The  Berne  Convention  contains  the  basic  provision  of  the  right  of  re- 
production in  its  Article  9(1)  which  reads  as  follows:  "Authors  of  literary 
and  artistic  works  protected  by  this  Convention  shall  have  the  exclusive 
right  of  authorizing  the  reproduction  of  these  works,  in  any  manner  or 
form." 

102.  The  general  rule  of  possible  limitations  of  this  exclusive  right  is  con- 
tained in  Article  9(2)  which  reads  as  follows:  "It  shall  be  a  matter  for  legis- 
lation in  the  countries  of  the  Union  to  permit  the  reproduction  of  such 
works  in  certain  special  cases,  provided  that  such  reproduction  does  not 
conflict  with  a  normal  exploitation  of  the  work  and  does  not  unreasonably 
prejudice  the  legitimate  interests  of  the  author." 

103.  For  the  interpretation  of  this  provision,  it  is  important  to  note  that 
the  Program  for  the  1967  Stockholm  Diplomatic  Conference  for  the  revision 
of  the  Convention  contained  a  proposal  for  more  specific  limitations.  The 
proposal  aimed  basically  at  making  it  possible  for  the  national  legislator  to 
permit  the  reproduction  of  protected  works  in  certain  cases,  namely  "(a)  for 
private  use;  (b)  for  legal  or  administrative  purposes;  and  (c)  in  certain  par- 
ticular cases,  provided  that  (i)  the  reproduction  was  not  contrary  to  the  le- 
gitimate interests  of  the  author,  and  (ii)  that  it  did  not  conflict  with  a  nor- 
mal exploitation  of  the  work"  (emphasis  added). 

104.  At  the  Diplomatic  Conference,  proposals  were  made  in  favor  of  both 
extending  and  restricting  the  scope  of  possible  limitations.  At  the  end, 
agreement  was  reached  on  a  more  general  wording  which  constitutes  the 
present  contents  of  Article  9(2).  The  Report  of  the  Diplomatic  Conference 
contains  the  following  interpretative  statement  in  relation  to  Article  9(2): 
"If  it  is  considered  that  reproduction  conflicts  with  the  normal  exploitation 
of  the  work,  reproduction  is  not  permitted  at  all.  If  it  is  considered  that  re- 
production does  not  conflict  with  the  normal  exploitation  of  the  work,  the 
next  step  would  be  to  consider  whether  it  does  not  unreasonably  prejudice 
the  legitimate  interests  of  the  author.  Only  if  such  is  not  the  case  would 
it  be  possible  in  certain  special  cases  to  introduce  a  compulsory  license,  or 
to  provide  for  use  without  payment.  A  practical  example  mi^t  be 
photocopying  for  various  purposes.  If  it  consists  of  producing  a  very  large 
number  of  copies,  it  may  not  be  permitted,  as  it  conflicts  with  a  normal  ex- 
ploitation of  the  work.  If  it  implies  a  rather  large  number  of  copies  for  use 
in  industrial  undertakings,  it  may  not  unreasonably  prejudice  the  interests 
of  the  author,  provided  that,  according  to  national  legislation,  an  equitable 
remuneration  is  paid.  If  a  small  number  of  copies  are  made,  photocopying 
may  be  permitted  without  payment,  particularly  for  individual  or  scientific 
use"  (paragraph  85  of  the  report  of  Main  Committee  I).  Although  the  exam- 

{)les  given  concerning  photocopying  cannot  be  considered  fully  valid  any 
onger  (since,  e.g.,  photocopjdng  made  by  entities  on  the  basis  of  blanket  li- 
censes granted  by  collective  administration  organizations  has  become  a  way 
of  normal  exploitation  of  the  works  concerned),  the  basic  interpretative 
statements  ofthe  Diplomatic  Conference  concerning  the  application  of  Arti- 
cle 9(2)  are  still  valid  (including  the  statement  clarifying  that,  in  the  case 
of  such  "mass  uses,"  a  right  to  remuneration  may  replace  the  exclusive 
right). 

105.  From  the  viewpoint  of  reproduction  for  private  purposes,  it  is  inapor- 
tant  to  note  that  the  direct  reference  in  the  Program  of  the  Diplomatic  (Jon- 
ference  to  reproduction  for  private  use  does  not  appear  in  the  final  text  of 
Article  9(2).  During  the  Conference,  the  Delegation  of  the  United  Kingdom 
submitted  a  proposal  with  the  aim  of  eliminating  items  (a)  and  (b)  from  the 
Program  proposal  and  instituting  a  different  wording  for  condition  (i)  men- 
tioned in  point  (c)  of  the  Program  (see  paragraph  103,  above)  (mainly  re- 
placing the  expression  "is  not  contrary  to  the  legitimate  interests  of  the  au- 
thor" by  "does  not  unreasonably  prejudice  the  legitimate  interests  of  the  au- 
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thor")  which  was  finally  adopted.  Consequently,  it  is  clear  that  the  Diplo- 
matic Conference  did  not  wish  to  give  national  legislators  specific  instruc- 
tions about  specific  cases  (e.g.,  "private  use").  Instead,  general  criteria  were 
introduced  in  the  proposed  provisions.  The  result  is  that  national  legislators 
must  apply  those  criteria  also  in  respect  of  private  reproduction  for  per- 
sonal purposes.  If  such  reproduction  conflicts  with  a  normal  exploitation  of 
the  work,  it  cannot  be  permitted,  and,  if  such  reproduction  unreasonably 
prejudices  the  legitimate  interests  of  the  author  or  other  owner  of  copyright, 
it  can  only  be  permitted  against  an  equitable  remuneration  (which  should, 
as  a  minimum,  mitigate  the  prejudice  to  a  "reasonable"  level). 

106.  The  right  to  remuneration  for  home  taping  has  been  introduced  in 
a  number  of  countries  because  it  was  recognized  that  widespread  home  re- 
production of  audiovisual  works  and  works  embodied  in  sound  recordings 
does  unreasonably  prejudice  the  legitimate  interests  of  authors  and  other 
owners  of  copyright.  An  appropriate  remuneration  paid  on  the  basis  of  such 
a  ridbt  is  suitable  to  mitigate  the  prejudice  thus  suffered  to  a  reasonable 
leveL 

107.  It  is  submitted  that  if,  in  addition  to  the  option  to  allow  the  continu- 
ation of  a  practice  that  unreasonably  prejudices  the  legitimate  interests  of 
authors  and  other  owners  of  copyright  without  taking  any  measures  against 
such  prejudice,  there  is  another  option  available  (and,  in  various  countries, 
applied  with  success),  namely,  the  option  of  introducing  a  right  to  remu- 
neration to  at  least  mitigate  the  prejudice  to  a  reasonable  level,  it  is  an  ob- 
ligation for  a  party  to  the  Berne  Convention  to  introduce  and  apply  such 
a  right. 

108.  The  right  to  remuneration  for  "home  taping"  has  been  introduced, 
in  general,  in  the  following  way:  The  remuneration  is  paid  hy  the  manufac- 
turers ana  importers  of  recording  equipment  and/or  recording  material  to 
a  collective  administration  organization.  (The  manufacturers  and  importers 
may,  and,  in  general,  do  include  all  or  part  of  the  amounts  Involved  in  the 
price  of  those  products  and,  thus,  the  remuneration  is  paid  to  those  persons 
who  actually  copy  the  works.)  The  collective  administration  organizations, 
in  certain  countries  (with  the  exception  of  a  more  or  less  large  percentage 
to  be  set  aside  for  "collective  purposes"),  distribute  the  remuneration  to  au- 
thors and  other  owners  of  copyright  whose  works  are  reasonably  presumed 
to  have  been  reproduced  privately  for  personal  purposes.  Distribution  tech- 
niques differ  from  country  to  country,  but  it  can  be  said  that  distribution 
is  made  by  means  of  one  of  the  most  widespread  techniques  (used  also  by 
musiced  performing  rights  organizations),  namely  on  the  basis  of  sampling. 
This  technique  contains  an  element  of  "rough  justice"  but  it  still  guarantees 
a  fairly  correct  distribution  to  individual  authors  and  other  owners  of  copy- 
right reflecting  essentially  the  actual  use  of  the  works  concerned.  Various 
studies  have  proved  that,  in  the  case  of  audio  home  taping,  the  two  main — 
almost  exclusive — sources  of  reproduction  are  sound  recordings  and  radio 
broadcasts.  On  the  basis  of  broadcasting  logs,  record  sales  figures  and  other 
available  data,  the  actual  structure  of^home  taping  can  be  identified  and 
the  royalties  can  be  distributed  to  individual  authors  and  other  owners  of 
copyright  with  by  and  large  the  same  precision  as  in  the  case  of  certain  cat- 
egories of  traditional  performing  rights  royalties,  and  all  this  at  extremely 
low  cost.  In  the  case  of  video  home  taping,  where  copying  is  mainly  from 
television  programs  but  where  also  tape-to-tape  copying  exists,  the  identi- 
fication of  the  works  most  frequently  used  is  somewhat  more  difficult  but, 
with  an  adequate  sampling  technique,  still  a  fairly  correct  "rough  justice" 
can  be  obtained. 

109.  The  remuneration  is  due  for  the  most  basic  form  of  use  of  literary 
and  artistic  works — for  reproduction — and  it  is  due  to  the  authors  of,  or 
other  owners  of  copyright  in,  those  works.  There  is  no  reason  to  deny  that 
the  ri^t  to  such  remuneration  is  covered  by  the  concept  of  "rights  of  au- 
thors in  their  literary  and  artistic  works." 

110.  From  the  viewpoint  of  the  application  of  national  treatment  in  the 
case  of  home  taping  royalties,  there  are  four  categories  of  countries  party 
to  the  Berne  Convention  for  the  time  being:  (i)  those  which  grant  national 
treatment;  (ii)  those  which  grant,  in  general,  national  treatment  but  where 
the  law  provides  for  the  use  of  a  certain  percentage  of  the  remuneration  for 
(national)  collective  purposes;  (iii)  those  which  deny  national  treatment  and 
apply  reciprocity;  and  (iv)  those  which  deny  national  treatment  (thus  re- 
stricting the  enjoyment  of  the  right  to  remuneration  to  nationals  (usually 
combined  with  using  the  remuneration  for  collective  purposes)). 
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111.  On  the  basis  of  the  analysis  in  paragraphs  99  to  109,  above,  it  is 
submitted  that  the  denial  of  national  treatment  in  respect  of  home  taping 
remuneration  is  in  conflict  with  the  principle  of  national  treatment  (not 
mentioning  that  it  is  also  in  conflict  with  the  provisions  of  the  Berne  Con- 
vention— Article  9(1)  and  (2)— specially  granting  a  right,  the  right  of  repro- 
duction). The  question  of  obligatory  use  of  a  certain  percentage  of  the  remu- 
neration for  "collective  purposes"  is  discussed  below. 

112.  The  restriction  or  aenial  of  national  treatment  in  respect  of  such  a 
basic  use  of  works  as  reproduction  undermines  the  very  foundation  of  inter- 
national copyright  protection.  It  should  also  be  taken  into  account  that, 
with  the  advent  of  digital  technology,  private  reproduction  for  personal  pur- 
poses may  become  not  only  one  oi  the  most  important  forms  of  reproduc- 
tion— as  it  is  already — ^but  even  the  most  important  one.  This  indicates  even 
more  clearly  the  absurdity  of  any  idea  of  trying  to  deny  national  treatment 
concerning  remuneration  rights  for  such  reproduction  by  placing  such  rights 
outside  the  realm  of  copyright,  negating  the  true  legal  nature  of  those 
rights. 

Arguments  based  on  the  fact  that  a  right  is  only  recognized  in  few  countries 

113.  It  is  understandable  that  it  is  not  easily  acceptable  for  countries  that 
are  more  generous  and  quicker  to  recognize  certain  "new  rights"  than  oth- 
ers, to  undertake,  on  the  basis  of  the  application  of  the  principle  of  national 
treatment,  what  may  be  seen  as  de  facto  unilateral  obligations. 

114.  At  the  same  time,  it  does  not  seem  justifiable  to  deny  national  treat- 
ment on  this  basis,  since  it  is  quite  general,  practically  inevitable,  that  a 
"new  right"  (except  perhaps  where  there  is  first  an  international  arrange- 
ment concerning  its  recognition)  is  introduced  step  by  step  and  not  by  and 
large  at  the  same  time  in  all  Union  countries  or  in  the  majority  of  them. 
Article  5(1)  of  the  Berne  Convention  is  meant,  inter  aUa,  for  such  situation. 
There  is  hardly  any  basis  to  deny  its  application  in  such  a  case. 

115.  The  solution  for  the  more  generous  countries  that  fall  into  a  minor- 
ity situation  within  the  Berne  Union,  by  recognizing  certain  "new  rights," 
may  rather  be  a  sufficiently  rapid  international  harmonization  in  the  rel- 
evant areas  and  the  regular  updating  of  the  minimum  obligations  under  the 
Berne  Convention  (something  that  is  also  the  purpose  of  the  adoption  of  the 
proposed  protocol  to  the  Berne  Convention). 

Arguments  based  on  the  idea  that  the  denial  of  national  treatment  may 
be  a  form  of  retortion 

116.  There  is  a  provision  of  the  Berne  Convention  on  the  basis  of  which 
national  treatment  can  be  denied  in  respect  of  works  protected  under  the 
Convention  as  a  consequence  of  the  fact  that  the  nationals  of  the  country 
concerned  do  not  receive  appropriate  protection  in  another  country,  namely 
the  provision  of  Article  6  allowing  such  denial  of  national  treatment  in  the 
case  of  "back  door  protection"  (mentioned  in  paragraph  82(ii),  above). 

117.  The  possibility  of  non-application  of  treaty  obligations  as  a 
"retortion"  against  those  countries  that  faU  to  fulfill  such  obligations  exists 
in  international  law.  The  use  of  this  weapon  in  the  case  of  the  Berne  Con- 
vention would,  however,  not  be  appropriate  or  desirable.  If  such  retortion 
were  generally  allowed — even  in  cases  where  what  is  involved  is  nothing 
more  tnan  a  difference  of  opinion  based  on  two  equally  defensible  interpre- 
tations of  the  Convention — the  setting  aside  of  the  Convention  might  be- 
come a  kind  of  reflex,  and  this  might  lead  to  the  mutual  non-appUcation 
of  the  Convention  and,  as  a  final  result,  to  the  undermining  of  its  operation. 

118.  It  is  more  appropriate  to  try  to  resolve  possible  disputes  between 
States  party  to  the  (Jonvention  concerning  actual  or  alleged  violations  of  ob- 
ligations through  appropriate  dispute  settlement  mechanisms.  The  present 
text  of  the  Berne  Convention  only  offers  one  possible  way  of  settling  such 
disputes  if  they  cannot  be  settled  by  negotiation,  namely,  bringing  the  dis- 
putes before  the  International  Court  of  Justice  (Article  33).  This  forum  does 
not  always  fit  the  special  aspects  of  intellectual  pro^rty  disputes  and  may 
not  offer  the  possibility  of  a  sufficiently  rapid  ana  efficient  settlement  which 
would  correspond  to  the  accelerating  developments  in  the  field  of  intellec- 
tual property.  To  solve  this  problem,  a  WIPO  treaty  under  preparation 
would  deal  with  the  settlement  of  intellectual  property  disputes  between 
States.  (The  Committee  of  Experts  convened  for  the  preparation  of  a  pos- 
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sible  diplomatic  conference  for  the  adoption  of  such  a  treaty  will  hold  its 
meeting  in  May  1993,  after  the  finahzation  of  the  present  document).  If 
adopted,  that  treaty  may  offer  appropriate  procedures  for  possible  disputes 
concerning  the  violations  of  obligations  under  the  Berne  Convention. 

Indirect   denial   of  national   treatment   to   certain   works   by   transferring 
their  protection  from  copyright  to  a  sui  generis  system 

119.  The  Berne  Convention  only  protects  literary  and  artistic  works.  If 
a  production  does  not  qualify  as  such  a  work,  the  obligations  under  the 
Berne  Convention,  including  the  obligation  to  grant  national  treatment,  do 
not  apply.  Where  certain  productions  are  wronglv  qualified  as  not  being 
coverea  by  the  concept  of  literary  and  artistic  works,  the  result  is  not  only 
that  the  specific  ri^ts  granted  by  the  Berne  Convention  are  not  respected, 
but,  if  such  productions  are  still  protected  in  the  framework  of  a  sui  generis 
system  (which  is  sometimes  the  case),  even  national  treatment  is  denied 
(since  such  sui  generis  systems,  qualified  as  being  outside  the  field  of  copy- 
right, are  not  covered  by  the  obligation  to  grant  national  treatment). 

120.  The  above-described  phenomenon  is,  in  general,  related  to  the  appli- 
cation of  overly  strict  originality  tests  (e.g.,  where,  for  a  work  to  be  qualified 
as  original,  it  is  not  sufficient  that  it  be  a  creation  in  the  Uterary  and  artis- 
tic domains,  but  it  must  fialfiLl  further  conditions,  such  as  that  it  should  re- 
flect in  a  marked  way  the  "personality  of  the  author"  or  should  contain  the 
elements  of  "above-average  creative  efforts).  In  such  a  system,  the  produc- 
tions that  do  not  pass  the  strict  originality  test  may  be — and  fairly  fre- 
quently are — still  considered  to  deserve  protection  and,  for  this  purpose,  a 
specific — safety  net — sui  generis  protection  is  made  available.  Experience 
shows,  however,  that  such  "safety  nets"  tend  to  attract  worics  to  a  greater 
extent  than  what  would  follow  from  a  strict  application  of  the  provisions  re- 
lating to  the  delimitation  of  works  and  "non-works."  In  case  of  doubt,  the 
productions  land  in  the  "safety  net."  But  only  the  productions  of  nationals 
of  the  country.  In  the  absence  of  national  treatment,  the  productions  of  for- 
eigners continue  their  route  down  towards  the  hard  soil  of  free  use;  no  safe- 
ty for  them  (except,  perhaps,  some  vague  possibility  for  the  application  of 
the  law  of  unfair  competition). 

121.  Overly  strict  originality  tests  are  not  justified  under  the  Berne  Con- 
vention. The  Berne  Convention  requires  the  protection  of  all  creations  in 
the  literary  and  artistic  domains,  and  does  not  differentiate  according  to  the 
importance  of  the  level  of  creativity;  where  there  is  room  for  creativity  (that 
is,  where  what  is  produced  is  not  the  result  of  mere  "sweat  of  the  brow" 
or  of  an  infringement  of  rights  in  preexisting  creations)  what  is  produced 
within  that  room  in  the  literary  ana  artistic  domains  is  to  be  recognized  as 
being  covered  by  the  concept  oi  literary  and  artistic  works. 

122.  The  most  important  categories  of  works  where  overly  strict  original- 
ity tests  have  resulted  recently  in  the  effect  of  both  denying  copyright  pro- 
tection to  productions  that  would  have  to  have  such  protection  under  the 
Berne  Convention  and  denying  national  treatment  are  computer  programs, 
data  bases  and  audiovisual  works  (the  latter  worics,  when  tnrown  down  to- 
wards the  "safety  net"  sui  generis  protection  level,  are  in  general  renamed 
as  "video  recordings"  or  "videograms").  The  intrinsic  connict  of  such  sys- 
tems with  the  Berne  Convention  is  recognized  ever  more  clearly.  Such  rec- 
ognition led,  e.g.,  to  the  harmonization  of  originality  tests,  practically  at  the 
level  determined  by  the  Berne  Convention,  in  the  directive  of  the  European 
Community  on  computer  programs  adopted  in  1991. 

123.  In  the  possible  protocol  to  the  Berne  Convention,  there  seems  no 
need  to  include  provisions  that  would  restate  what  is  already  contained  in 
the  Convention  in  this  respect.  What  is  desirable,  however,  is  to  apply  origi- 
nality tests  that  correspond  to  the  Berne  Convention.  In  such  a  case,  the 
need  for  "safety  net"  systems  may  not  even  emerge. 

Indirect  denial  or  restriction  of  national  treatment  in  the  framework  of 
collective  administration  of  copyright 

124.  There  are  certain  exclusive  rights  that  may  only  be  reasonably  exer- 
cised on  a  collective  basis.  Needless  to  say,  just  because  a  right  is  not  exer- 
cised individually  but  through  a  collective  administration  organization, 
there  is  no  reason  for  the  denial  or  restriction  of  national  treatment. 

125.  In  general,  national  treatment  is  not  denied  or  restricted  in  a  direct 
way  in  case  of  collective  administration  of  rights.  It  is,  however,  fairly  fre- 
quently denied  or  restricted,  either  on  the  basis  of  national  legislation,  or 
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through  the  actual  practice  of  collective  administration  organizations,  in  the 
form  of  using  remuneration  for  (national)  "collective  purposes"  without  the 
authorization  of  the  authors  and  other  owners  of  copyright  concerned. 

126.  It  goes  without  saying  that  authors  and  other  owners  of  copyright 
may  authorize  directly,  or  through  bodies  representing  them,  the  use  of  a 
certain  part  of  their  remuneration  for  "collective  purposes."  It  is,  e.g.,  a  gen- 
eral practice  of  the  member  societies  of  the  International  Confederation  of 
Societies  of  Authors  and  Composers  (CISAC)  to  provide  in  contracts  be- 
tween them — normally  concluded  with  the  approval  of  the  governing  bodies 
of  the  societies — for  the  possibility  of  using  a  certain  percentage  ofthe  re- 
muneration collected  (for  both  national  and  foreign  authors)  for  such  pur- 
poses, a  percentage  which  is  normally  limited  to  10%. 

127.  If  this  practice  is  based  on  appropriate  contractual  arrangements 
and  on  appropriate  internal  statutory  rules  of  the  societies  concerned  (guar- 
anteeing effective  participation  of  the  interested  authors  and  other  owners 
of  copyright  in  making  tne  relevant  decisions),  it  is  in  harmony  with  the 
basic  principles  of  copyright  and  with  the  provisions  of  the  Berne  Conven- 
tion. The  situation  is,  however,  completely  different  if  a  national  law  pro- 
vides that  payments  due  to  authors  and  other  owners  of  copyright  for  the 
use  of  their  works  will  not  be  paid  to  them  but  will  be  used  (without  their 
authorization)  for  (national)  collective  purposes  (for  the  "promotion  of  na- 
tional creativity^  and/or  for  social  purposes  of  (national)  authors).  If  such 
a  provision  covers  rights  in  works  to  be  protected  under  the  Berne  Conven- 
tion, it  is  in  indirect  conflict  with  the  principle  of  national  treatment  since 
the  remunerations  collected  are  thus  nationalized  (and  their  corresponding 
part  is  not  made  available  for  "collective  purposes"  for  foreign  autnors).  If 
the  rights  involved  are  rights  specially  granted  by  the  Berne  Convention, 
such  provisions,  of  course,  also  conflict  with  the  minimum  standards  of  the 
Convention. 

128.  It  is  not  sufficient,  however,  that  a  national  law  does  not  provide  for 
obligatory  collective  use  of  remunerations  due  to  foreign  authors.  The  na- 
tional law  should  contain  appropriate  provisions  guaranteeing  that  collec- 
tive administration  orgemizations  respect  the  rights  to  be  protected  under 
the  Berne  Convention  and  the  principle  of  national  treatment,  and  not  use 
remuneration  due  to  foreign  authors  without  the  authorization  of  the  au- 
thors concerned,  or  the  bodies  representing  them,  for  purposes  other  than 
distributing  the  remuneration  among  the  authors  or  other  owners  of  copy- 
right concerned  (after  the  deduction  of  the  actual  cost  of  administration). 

PROPOSALS 

129.  The  analysis  above  indicates  that  there  is  no  reason  to  restrict  the 
scope  of  application  of  national  treatment  under  the  Berne  Convention  and 
to  introduce  new  exceptions.  It  seems,  however,  that,  in  addition  to  the  four 
possible  exceptions  provided  for  in  the  text  of  the  Convention,  there  is  now 
a  fourth  exception  based  on  &  de  facto  agreement  among  the  member  coun- 
tries of  the  Berne  Union:  the  application  of  public  lending  rights  for  lending 
books  and  similar  printed  publications  by  non-profit  libraries  to  the  public. 
The  explicit  recogmtion  of  this  fifth  exception,  with  a  precise  determination 
of  its  limits  and  conditions  and  with  a  clarification  that  national  treatment 
may  not  be  denied  in  any  fiirther  cases,  may  be  beneficial  for  the  defense 
of  the  principle  of  national  treatment  (for  the  reasons  discussed  in  para- 
graph 92,  above).  Furthermore,  provisions  seem  necessary  to  ensure  the  full 
application  of  national  treatment  also  in  the  context  of  collective  adminis- 
tration of  rights. 

130.  It  is  proposed  that  the  protocol  not  introduce  any  new  exception  to 
the  obligation  to  a  grant  national  treatment  in  keeping  with  Article  5(1)  of 
the  Berne  Convention.  It  is  also  proposed  that  the  protocol  provide  explicitly 
for  the  faculty  of  countries  party  to  it  not  to  grant  national  treatment  in  re- 
spect of  any  right  granted  for  the  public  lending  of  books  and  similar  print- 
ed publications  (faculty  which  so  far  only  exists  on  the  basis  of  a  de  facto 
agreement  among  the  member  countries  ofthe  Berne  Union). 

131.  The  relevant  provision  of  the  protocol  should  follow  the  provisions 
proposed  in  paragraph  49,  above,  concerning  the  right  of  distribution,  and 
should  provide  that,  where  a  country  does  not  avail  itself  of  the  faculty  men- 
tioned in  paragraph  49(b)(ii),  above,  in  respect  of  public  lending  of  books 
and  similar  printed  material,  and  grants  either  an  exclusive  right  or  author- 
ization or  a  right  to  equitable  remuneration  for  such  lending,  it  is  a  matter 
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for  national  legislation  to  limit  the  protection  thus  granted  to  authors  or 
other  owners  of  copyright  who  or  which  are  nationals  of,  or  have  their  head- 
quarters in,  another  country  party  to  the  Berne  Convention,  to  the  extent  to 
which,  and  to  the  term  for  which,  the  latter  country  grants  protection,  in  this 
respect,  to  authors  or  other  owners  of  copyright  who  are  nationals  of,  or  have 
their  headquarters  in,  the  first-mentioned  country.  This  provision  implies 
that,  if  a  country  does  not  avail  itself  of  the  said  faculty  in  respect  of  public 
lending  of  any  other  category  of  works,  or  in  respect  of  rental  of  any  category 
of  works,  granting  national  treatment  is  an  obligation  in  keeping  with  Arti- 
cle 5(1)  of  the  Berne  Convention.  If,  however,  it  is  felt  that  any  might  emerge 
in  this  respect,  this  obligation  should  also  be  stated  explicitly. 

132.  Furthermore,  it  is  proposed  that  the  protocol  oblige  the  countries 
party  to  it  to  provide  that  national  treatment  be  fully  respected  also  in  cases 
where  rights  are  exercised  through  collective  administration  of  riahts,  and 
that  no  remuneration  collected  by  collective  administration  organizations 
and  due  to  foreign  authors  and  other  foreign  owners  of  copyright,  be  used, 
without  the  authorization  of  such  authors  or  other  owners  of  copyright,  given 
directly  or  through  persons  or  bodies  representing  them,  for  any  purposes 
other  than  the  distribution  of  such  remuneration  among  the  authors  or  other 
owners  of  copyright  concerned  (after  the  deduction  of  the  actual  costs  of  ad- 
ministration). 

There  seems  no  need  to  comment  in  detail  on  the  above-quoted  analysis  and  pro- 
posals. I  wish  to  make  two  remarks  only. 

First:  The  International  Bureau  proposes  that  the  principle  of  national  treatment 
be  maintained  and  reinforced  in  the  face  of  the  new  challenges  emerging  with  new 
technologies,  new  categories  of  works,  new  rights  and  new  variants  of  old  rights. 
However,  there  is  a  corollary  to  this  firm  position,  namely,  a  parallel  updating  of 
the  minimum  level  of  protection  under  the  Berne  Convention.  Without  such  updat- 
ing, the  traditional  balance  in  the  Convention  between  national  treatment  and  mini- 
mum obligations  would  be  undermined  hopelessly,  and  this  would  lead  inevitably 
to  further  erosion  of  the  principle  of  national  treatment. 

My  second  remark  relates  to  the  proposal  that,  in  respect  of  public  lending  of 
books  and  similar  publications,  the  existence  of  a  further  exception  to  the  obligation 
to  grant  national  treatment  should  be  recognized  (based  on  &  de  facto  subsequent 
agreement  among  the  member  countries  of  the  Berne  Union).  We  feel  that  this  sac- 
rifice is  necessary  and  useful.  We  should  build  up  the  stricterprotection  of  nationed 
treatment  along  a  line  of  defense  that  is  truly  defensible.  There  seems  to  be  no 
chance  of  extending  national  treatment  to  such  public  lending  rights;  there  is  no  po- 
litical will  to  do  so  among  the  member  countries  of  the  Berne  Union.  If  we  accept 
this  reality  and  make  this  relatively  small  sacrifice,  we  may  be  in  the  position  to 
say  that  this  is  the  line  of  demarcation  which  any  country  may  approach — but  not 
transgress — in  exceptionally  denying  or  restricting  national  treatment.  Otherwise, 
those  who  would  like  to  create  new  reciprocity  heavens  could  point  out,  in  smiling 
into  our  face,  that,  behind  our  famous  demarcation  line,  there  are  territories  already 
in  their  possession. 

We  need  a  strong  and  safe  hinterland  because  the  battle  for  which  we  are  prepar- 
ing ourselves  to  defend  the  basic  values  of  copyright  does  not  promise  to  be  easy. 

Mr.  Hughes.  Your  statement  draws  a  distinction  between  rights 
specially  granted  in  the  Berne  Convention  and  rights  under  the 
convention  which  particular  Berne  countries  may  grant. 

You  point  out  that  Berne  requires  national  treatment  for  both 
types  of  rights.  The  Berne  Convention  does  not  have  an  express 
right  to  receive  home  taping  royalties.  But  it  does  require  a  repro- 
duction right. 

In  WIPO's  opinion,  is  the  right  to  receive  home  taping  royalties 
a  right  under  the  Berne  Convention  for  which  national  treatment 
is  required? 

Mr.  FICSOR.  This  is  not  the  first  time  in  this  working  document 
that  WIPO  gives  a  positive  answer  to  this  question.  Our  position 
has  always  been  that  national  treatment  should  be  fully  applied  in 
respect  to  the  right  of  remuneration  recognized  for  private  repro- 
duction for  personal  purposes  of  recordings  and  audiovisual  works. 
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What  is  involved,  as  I  mentioned,  is  one  of  the  basic  rights  recog- 
nized by  the  Berne  Convention.  There  are  some  theories  that  in 
this  case  the  right  is  not  recognized  in  respect  of  the  use  of  certain 
specific  works,  but  that  this  is  a  kind  of  general  right  to  support 
creativity.  However,  the  way  such  royalty  schemes  work  deny  such 
kinds  of  arguments,  because  such  payments  are  to  be  paid  for  the 
use  of  protected  works.  Perhaps  the  basis  for  distribution  is  not 
perfect,  but  it  establishes  a  rough  justice.  And  as  a  result  of  that, 
owners  of  rights  in  those  various  categories  of  works  receive  the 
payment. 

So  this  is  clearly  under  the  notion  of  rights  in  literary  and  artis- 
tic works,  which  is  the  subject  matter  of  the  Berne  Convention  as 
clarified  in  the  preamble  and  in  article  1  of  the  convention. 

Mr.  Hughes.  What  are  the  arguments  against  home  taping  roy- 
alties being  treated  as  a  Berne  right?  Any  others  other  than  what 
you  have  alluded  to? 

Mr.  FicsOR.  Yes.  There  are  some  arguments.  Actually  there  are 
some  general  ideas  on  how  and  on  what  basis  the  application  of  na- 
tional treatment  could  be  avoided  in  this  case.  For  example,  there 
is  the  theory  that,  in  case  of  rights  which  are  recognized  only  in 
a  few  countries,  it  is  not  reasonable  to  apply  national  treatment. 

Reference  is  made  to  the  history  of  the  Berne  Convention.  For  ex- 
ample, to  the  case  of  droit  de  suite  where,  because  such  rights  were 
recognized  only  in  a  few  countries,  finally  an  exception  was  estab- 
lished. 

But  this  argument  is  wrong  for  at  least  two  reasons.  First,  the 
principle  of  national  treatment  is  just  for  such  situations.  Article 
5(1)  states  very  clearly  that  what  is  involved  is  not  only  rights  now 
recognized  but  also  any  rights  that  may  be  recognized  in  the  laws 
of  member  countries  in  the  future.  And  of  course  in  general  it  is 
not  at  the  same  time  that  the  rights  are  recognized  in  all  countries. 
So  there  is  a  period  where  the  right  exists  only  in  some  countries. 

And  the  other  reason  why  this  argument  is  absolutely  wrong  is 
of  course  that  what  is  involved  is  a  basic  right  under  the  Berne 
Convention,  the  right  of  reproduction. 

Mr.  Hughes.  Does  WIPO  have  a  position  of  whether  a  rental 
right  is  a  Berne  right? 

Mr.  FicsOR.  Yes.  We  think  that  rental  right  is  a  Berne  right  not 
only  in  the  sense  that  it  is  of  the  nature  of  the  rights  to  be  pro- 
tected under  the  Berne  Convention,  But  as  the  first  chapter  of  the 
third  part  of  the  working  document  on  new  items  states,  we  con- 
sider that  it  can  be  deduced  from  the  present  text  of  the  Berne 
Convention  that  the  right  of  distribution  and  the  right  of  importa- 
tion, including  of  course  the  right  of  rental,  are  indispensable  cor- 
ollaries of  the  right  of  reproduction  which  is  a  minimum  right  to 
be  recognized  under  the  convention. 

Mr.  Hughes.  Thank  you.  The  gentleman  from  California. 

Mr.  Edwards.  I  have  no  questions. 

Mr.  Hughes.  The  gentleman  from  California. 

Mr.  Howard  Berman.  No  questions. 

Mr.  Hughes.  The  gentleman  from  California.  This  is  California 
day. 

Mr.  Becerra.  I  will  follow  the  lead  of  the  others.  No  questions. 
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Mr.  Hughes.  I  just  have  really  one  other  question.  Your  state- 
ment contains  specific  proposals,  Doctor,  on  national  treatment  pre- 
pared for  the  June  protocol  meeting. 

There  have  been  a  number  of  meetings  of  the  so-called  Stockholm 
Group  on  these  proposals.  Have  you  gotten  any  feed  back  from  the 
Stockholm  Group  meetings? 

Mr.  FicsoR.  Feed  back? 

Mr.  Hughes.  Yes. 

Mr.  FicsoR.  Some  kind  of  feed  back.  Of  course.  But  I  suspect 
that  not  concerning  all  of  the  details. 

Mr.  Hughes.  Yes.  Well,  thank  you  very  much.  We  appreciate 
your  testimony  today,  Doctor. 

It  was  really  very  nice  of  you  to  travel  such  a  long  distance  to 
be  with  us  and  we  look  forward  to  seeing  you  again.  Thank  you 
very  much.  You  have  been  very  helpful  today. 

Our  next  witness  and  a  very  distinguished  one  is  Ira  Shapiro, 
General  Counsel  of  the  Office  of  the  U.S.  Trade  Representative. 

Before  becoming  USTR's  General  Counsel,  Mr.  Shapiro  had  been 
a  partner  since  1988  in  the  Washington,  DC,  office  of  Winthrop, 
Simpson,  Putman  &  Roberts  where  he  specialized  in  legislative  and 
regulatory  practice  and  industrial  trade  policy. 

Before  entering  the  private  practice,  Mr.  Shapiro  held  senior 
staff  positions  in  the  U.S.  Senate.  He  served  as  chief  counsel  to  the 
Committee  on  Government  Operations,  counsel  to  the  Senate  ma- 
jority leader,  chief  counsel  to  the  Special  Committee  on  Official 
Conduct,  and  finally  as  chief  of  staff  to  Senator  J.  Rockefeller. 

We  welcome  you  to  your  first  appearance  in  the  House.  I  expect 
that  you  will  get  a  friendlier  treatment  here  than  you  did  from 
your  old  boss  at  last  month's  special  301  hearing. 

It  is  indeed  a  pleasure  to  have  you  with  us  today.  We  have  your 
statement  which,  without  objection,  will  be  made  a  part  of  the 
record  in  full. 

We  hope  you  can  summarize  for  us.  But  you  may  proceed  as  you 
see  fit.  Welcome. 

STATEMENT  OF  IRA  SHAPIRO,  GENERAL  COUNSEL,  OFFICE  OF 
THE  U.S.  TRADE  REPRESENTATIVE 

Mr.  Shapiro.  Mr.  Chairman,  thank  you  for  the  kind  words.  You 
have  good  sources  if  you  heard  about  my  treatment  at  the  hands 
of  my  old  boss. 

Mr.  Chairman,  I'm  accompanied  today  by  Catherine  Field  of  the 
Office  of  General  Counsel  who  is  known  to  the  subcommittee  and 
many  of  the  people  here  as  one  of  the  people  who  has  done  the 
most  in  the  U.S.  Government  to  advance  the  cause  of  intellectual 
property  during  her  years  at  USTR. 

Mr.  Chairman,  I'd  like  to  just  summarize  jny  statement,  and  I 
appreciate  that  you  are  putting  the  full  statement  in  the  record. 

It  is  a  pleasure  to  appear  before  the  subcommittee  today. 

And  because  this  is  the  first  time  that  anyone  from  USTR  has 
come  up  here  during  this  administration,  I  wanted  to  state  un- 
equivocally at  the  outset  that  protecting  and  advancing  the  interest 
of  U.S.  intellectual  property  is  a  very  high  priority  for  this  adminis- 
tration. 
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It  is  a  key  objective  of  our  trade  policy.  U.S.  industries  that  rely 
on  intellectual  property  protection  are  at  the  cutting  edge  of  the 
U.S.  economy's  future  competitiveness. 

Our  copyright  industries,  for  instance,  are  global  leaders  and 
dominate  world  trade  in  many  sectors. 

We  intend  to  make  sure  and  do  our  best  to  ensure  that  those  in- 
dustries continue  to  lead  the  way  in  providing  the  high  wage,  high 
skill  jobs  that  the  President  is  committed  to  obtaining. 

With  respect  to  the  issue  that  is  before  the  subcommittee  today, 
from  the  administration's  perspective,  I  can  assure  you  that  obtain- 
ing national  treatment  for  rights  and  benefits  that  derive  from 
those  rights  without  the  restriction  of  formalities  is  an  important 
element  of  our  intellectual  property  rights  policy. 

We  are  strongly  opposed  to  the  troubling  and  increasing  tendency 
of  some  of  our  trading  partners  to  restrict  access  to  intellectual 
property  rights  and  benefits  on  the  basis  of  reciprocity. 

The  United  States  has  long  made  clear  its  conviction  that  the 
Berne  Convention  rule  of  national  treatment  extends  into  the  in- 
definite future  and  embraces  all  rights  and  benefits  that  countries 
accord  to  authors  of  protected  works  regardless  of  the  form  of  the 
medium  of  fixation. 

This  interpretation,  in  our  minds,  is  critical  to  maintaining  the 
relevance  of  the  Berne  Convention  in  rapidly  changing  techno- 
logical environments. 

Recent  years  have  witnessed  an  unwarranted  and  unjustifiable 
retreat  from  the  Berne  principle  of  comprehensive  national  treat- 
ment. 

The  retreat  takes  several  forms.  But  the  most  recent  being  flat 
requirements  for  reciprocity  for  authors'  rights  and  creation  of 
neighboring  rights  interests  that  impinge  upon  the  rights  of  au- 
thors and  uieir  successors  in  title. 

Mr.  Chairman,  I  will  leave  for  those  in  the  room  who  are  more 
expert  and  I — and  frankly  there  is  no  shortage  of  experts  in  the 
room  who  are  more  expert  than  I — the  question  of  whether  rights 
should  be  provided  under  U.S.  law  or  the  possible  protocol  and  the 
new  instrument. 

I'd  like  to  focus  on  the  policy  question  of  providing  rights  by  na- 
tional treatment  versus  reciprocity.  That's  an  issue  that  cuts  across 
the  disciplines  of  intellectual  property  and  trade  policy. 

Both  disciplines  have  a  long  and  respected  tradition  of  national 
treatment  with  only  limited  exceptions.  The  fundamental  principle 
of  Berne  Convention  article  5,  as  Dr.  Ficsor  has  said,  is  national 
treatment. 

And  similarly,  article  3  of  the  General  Agreement  on  Tariffs  and 
Trade  contains  a  broad  national  treatment  obligation  that  applies 
to  trade  in  goods. 

Because  the  obligations  of  the  Berne  Convention  are  so  clear,  for- 
eign governments  avoid  the  convention's  national  treatment  obliga- 
tion by  arguing  that  the  subject  matter  may  not  be  suitable  for 
copyright  protection  or  a  relevant  right  owner  is  not  an  author 
within  the  meaning  of  the  Berne  Convention. 

Once  a  right  or  a  right  owner  is  excluded  from  the  realm  of  copy- 
right by  this  calculation,  the  policy  reasons  for  adopting  a  reciproc- 
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ity  based  regime,  at  least  in  the  view  of  advocates  of  such  regimes, 
cannot  be  ignored. 

They  argue  that  reciprocity  makes  it  easier  for  legislators  to  sup- 
port new  rights  since  the  legislators  know  that  there  will  be  no  free 
riders. 

And  they  go  on  to  say  that  the  potential  for  creating  new  rights 
becomes  even  greater  when  the  granting  government  has  the  au- 
thority to  decide  whether  there  is  material  reciprocity  in  another 
country. 

But  most  telling  I  think  are  perhaps  the  arguments  for  reciproc- 
ity that  some  make  on  the  basis  of  economics. 

Quite  frankly,  with  a  situation  such  as  the  blank  tape  levy,  our 
trading  partners  find  that  it  is  not  in  the  best  interest  of  the  Gov- 
ernment to  provide  benefits  if  the  money,  the  majority  of  the 
money,  being  collected,  is  to  be  distributed  to  foreign  rights  owners, 
usually  U.S.  rights  owners. 

Mr.  Chairman  and  members  of  the  committee,  the  view  in  the 
United  States  and  the  view  in  this  administration  is  diametrically 
opposed  to  that  of  the  advocates  of  reciprocity. 

We  believe  that  national  treatment,  which  is  a  time  honored 
principle,  provides  higher  levels  of  protection  for  copyright  and 
greater  incentive  to  creativity. 

We  don't  think  the  reciprocity-based  approach  is  effective  in  per- 
suading other  countries  to  grant  equivalent  rights. 

So  in  a  sense  it  is  not  contributing  to  more  and  more  protection. 
In  a  way,  it  is  contributing  to  less  and  less  protection. 

And  most  important  is  our  concern  and  very  much  on  our  minds 
today  is  the  potential  that  reciprocity  opens  the  door  to  discrimina- 
tion against  the  providers  of  intellectual  property. 

The  French  blank  tape  levy  in  place  now  for  videos  and  sound 
recordings  provides  a  good  example  of  how  a  reciprocity-based  and 
formality-ridden  system  disadvantages  Americans. 

Dr.  Ficsor  has  touched  on  it  and  others  will  as  well.  So  I  will  try 
to  be  brief.  But  by  every  measure,  U.S.  videos  and  sound  recordings 
are  extremely  popular  in  France  as  well  as  throughout  the  EC. 

Tapes  are  purchased,  rented  and  copied.  And  the  U.S.  share  of 
the  market  in  France  is  probably  over  half  of  the  market. 

Under  the  French  system  we  nave  a  levy  that  is  charged  on  each 
blank  tape.  Twenty -five  percent  comes  essentially  off  the  top,  which 
is  allocated  to  a  cultural  fund  used  for  collective  purposes  in 
France. 

And  that  has  no  advantage  to  U.S.  rightsholders.  Indeed,  we  are 
asked  to  subsidize  our  French  competitors.  Seventy-five  percent  is 
allocated  equally  among  authors,  producers  and  performers. 

Yet  only  the  authors,  producers  and  performers  who  first  fix 
their  videograms  in  France  benefit  from  the  fund. 

And  obviously  not  many  Americans  fall  into  that  category. 

Moreover,  there  is  the  continued  list  of  specifications  that  have 
the  effect  of  narrowing  the  number  of  U.S.  producers  and  perform- 
ers, U.S.  copyright  holders  who  can  basically  apply  to  the  fund. 

And  as  a  consequence,  at  the  end  of  the  day  Americans  are  left 
with  a  very  small  part  of  a  fund  which  the  French  are  collecting 
in  large  part  because  of  the  popularity  of  copying  U.S.  works  and 
performances. 
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Mr.  Chairman,  if  that  was  not  enough  of  a  concern,  these  levy 
systems  are  spreading.  As  of  January  1,  1993,  13  countries  in  Eu- 
rope had  a  blank  tape  levy  system  and  two  other  countries  were 
on  the  way  to  adopting  it. 

The  EC  seems  headed  toward  a  directive  that  makes  the  blank 
tape  levy  system  mandatory  throughout  the  community  and  the 
European  economic  space. 

The  statistics  that  we  have  in  terms  of  the  financial  impact  are 
somewhat  limited  because  these  levies  have  not  been  in  effect  that 
long. 

But  in  1988,  the  total  reported  collections  were  already  over  $150 
million. 

Based  on  the  total  share  of  markets  held  by  U.S.  products,  the 
share  that  U.S.  rightsholders  should  have  received  would  be  signifi- 
cant. And  yet  the  share  they  actually  received  was  quite  insignifi- 
cant. 

The  potential  for  increase  in  the  collection  of  these  levies  for  U.S. 
works  is  enormous.  And  so,  unfortunately,  is  the  potential  for  con- 
tinuing discrimination  against  U.S.  authors,  producers  and  artists. 

Mr.  Chairman,  I'd  like  to  just  conclude  this  statement  by  saying 
that  from  the  U.S.  economic  standpoint  the  reasons  for  applying 
and  pursuing  national  treatment  are  compelling. 

As  important,  national  treatment  leads  to  higher  levels  of  protec- 
tion for  copyrighted  works  and  ultimately  provides  greater  reward 
as  an  incentive  to  creative  works. 

This  benefits  the  United  States  as  a  leader  in  many  areas  of 
copyright  works,  and  it  also  serves  the  interests  of  those  around 
the  world. 

The  administration  intends  to  work  and  fight  for  the  acceptance 
of  the  principle  of  national  treatment  for  intellectual  property  in 
every  forum.  That  concludes  my  statement,  Mr.  Chairman. 

Mr.  Hughes.  Thank  you  very  much,  Mr.  Shapiro.  There  is  a  vote 
underway.  So  the  subcommittee  is  going  to  recess  for  about  10  min- 
utes. 

[Recess.] 

[The  prepared  statement  of  Mr.  Shapiro  follows:] 

Prepared  Statement  of  Ira  Shapiro,  General  Counsel,  Office  of  the  U.S. 

Trade  Representative 

It  is  a  pleasure  to  appear  here  today  before  the  Subcommittee  to  present  the  trade 
perspective  on  the  important  issue  of  national  treatment  for  owners  of  ri^ts  in  mo- 
tion pictures,  sound  recordings,  computer  programs  and  the  wide  range  of  other  U.S. 
copyrighted  works.  The  Clinton  Administration  is  committed  to  making  sure  that 
Americans  can  obtain  and  enforce  rights  in  intellectual  property.  This  is  a  key  objec- 
tive of  our  new  trade  policy.  U.S.  industries  that  rely  on  intellectual  property  protec- 
tion are  on  the  cutting  edge  of  the  U.S.  economy's  future  competitiveness.  These  in- 
dustries will  lead  the  way  in  providing  high  wage,  high  skill,  quality  jobs  for  Ameri- 
cans. 

I  come  today  to  discuss  the  issue  of  national  treatment  in  the  'Tossible  Protocol 
to  the  Berne  Convention."  In  addition,  I  wiU  briefly  discuss  the  related  issue  of  con- 
ditioning the  grant  of  such  rights  on  compliance  with  formalities.  These  issues  are 
also  an  essential  element  in  the  negotiations  on  a  'Tossible  Instrument  on  Protec- 
tion of  the  Rights  of  Performers  and  Producers  of  Phonograms"  (New  Instrument). 
Furthermore,  USTR  is  also  deeply  involved  in  a  similar  discussion  in  the  context 
the  General  Agreement  on  Tariffs  and  Trade  (GATT)  Uruguay  Round  negotiations 
on  Trade-Related  Aspects  of  Intellectual  Property  (TRIPS).  From  the  Administra- 
tion's perspective,  I  can  assure  you  that  obtaining  national  treatment  for  rights  and 
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the  benefits  that  derive  from  those  rights  without  the  restrictions  of  formalities  is 
an  import-ant  constituent  element  of  our  intellectual  property  rights  policy. 

A  policy  of  providing  and  receiving  national  treatment  for  right  owners,  obviously, 
has  both  economic  and  policy  elements.  Indeed,  my  foreign  counterparts  present 
both  of  these  arguments  m  support  of  their  troubling  and  increasing  tendency  to  re- 
strict access  to  intellectual  property  rights  and  benefits  on  the  basis  of  reciprocity. 

U.S.  copyright  industries  are  global  leaders  and  dominate  world  trade  in  many 
sectors,  including  motion  pictures,  sound  recordings,  computer  software,  and  pub- 
lishing. Our  right  owners  are  entitled  to  high  levels  of  protection  based  on  inter- 
national obligations  of  national  treatment.  Yet,  reciprocity  provisions  in  other  coun- 
tries' laws  deny  U.S.  right  owners  the  full  economic  benefits  that  should  be  derived 
from  their  products  and  creativity.  u        •     ■  i 

Today,  I  will  discuss  the  economic  and  policy  arguments  for  applying  the  prmcipie 
of  national  treatment  to  all  rights  and  benefits  protected  under  the  Berne  Conven- 
tion, the  possible  protocol,  the  new  instrument,  and  TRIPS.  From  the  Administra- 
tion s  perspective,  the  economic  reasons  for  applying  national  treatment  are  compel- 

1  will  leave  to  my  colleagues  who  are  more  expert  in  the  area  of  intellectual  prop- 
erty protection  the  issue  of  what  rights  should  be  provided  under  U.S.  law,  the  pos- 
sible protocol,  and  the  new  instrument.  However,  I  want  to  address  the  policy  ques- 
tion of  providing  rights  based  on  national  treatment  versus  reciprocity  because  it 
cuts  across  the  trade  and  intellectual  property  disciplines.  Both  disciplines  have  a 
long  and  respected  tradition  of  national  treatment  with  only  limited  exceptions. 

WHY  IS  THE  ADMINISTRATION  CONCERNED? 

The  Clinton  Administration  is  concerned  about  the  growing  trend  towards  creat- 
ing "new"  rights  or  providing  rights  to  "new  categories  of  right  holders"  based  on 
the  principle  of  reciprocity.  Additionally,  those  rights  may  be  protected  by  sui  ge- 
neris systems  that  include  formalities  that  jpreclude  U.S.  firms  or  individuals  from 
enjoying  monetary  and  other  benefits  that  flow  from  them.  On  what  basis  are  U.S. 
firms  denied  these  benefits?  Among  the  reasons  argued  by  foreign  governments  is 
that  the  Berne  Convention  does  not  cover  these  rights  or  the  item  produced  by  the 
newly  recognized  right  owner.  They  claim  that,  therefore,  the  national  treatment 
principle  ofBeme  does  not  apply.  ,         ,    ,  •    i.       /-^ 

The  bottom  line  is  that  U.S.  copyright  owners  are  denied  the  economic  benelits 
that  arise  from  the  use  of  their  works  and  fixations  of  their  performances.  Further- 
more, the  creation  of  sui  generis  protection  risks  diminishing  the  level  of  protection 
that  should  be  accorded  to  products  or  expressions.  This  is  particularly  important 
for  U.S.  companies. 

AN  EXAMPLE  OF  THE  RECIPROCITY  SYSTEM 

The  French  blank  tape  levy  system  now  in  place  for  videos  and  sound  recordings 
provides  a  good  example  of  how  these  new  reciprocity-based,  formality-ridden  sys- 
tems disadvantage  Americans.  ,  ,     ,  r    .^       j 

Under  the  French  system,  a  levy  is  charged  on  each  blank  tape  manufactured 
and/or  imported  in  France.  French  law  divides  the  levy's  proceeds  in  the  following 
manner:  twenty-five  percent  (25%)  of  the  revenues  are  allocated  to  a  cultural  fund 
to  be  used  for  collective  purposes  and  seventy-five  percent  (75%)  are  allocated  equal- 
ly among  authors,  producers  and  performers.  Yet,  only  authors,  producers  or  per- 
formers who  first  fix  their  sound  recording  or  videogram  in  France  benefit  from  the 
fund.  Obviously,  not  many  Americans  fall  mto  this  category. 

U.S.  owners  of  rights  in  sound  recordings  are  denied  access  to  these  funds  on  sev- 
eral grounds.  French  bureaucrats  argue  that  producers  of  videograms  are  not  cov- 
ered by  the  Berne  Convention  and,  thus,  are  not  subject  to  that  Conventions  na- 
tional treatment  rule  or  its  rule  against  impsition  of  formalities.  Based  on  the  un- 
tenable position  that  a  videogram  is  not  a  form  of  audiovisual  work— and  thus  cov- 
ered by  Berne—,  the  French  limit  access  to  the  producer's  share  of  the  levy  on 
audiovisual  works  to  a  work  initially  filmed  and  edited  in  France.  With  regard  to 
the  performers'  share  of  the  levy,  the  French  deny  access  based  on  the  Rome  Con- 
vention's rule  of  reciprocity.  Americans  are  left  with  only  a  small  part  of  the  le>^s 
funds,  which  the  French  are  collecting  because  of  the  popularity  of  copying  U.b. 
works  and  performances. 

EXTENT  AND  EFFECT  OF  THE  LEVY  SYSTEMS 

As  of  January  1,  1993,  thirteen  countries  in  Europe  had  a  blank  tape  levy  ^stem 
in  place  (i.e.,  Austria,  Bulgaria,  the  Czech  Republic,  Denmark,  France,  Finland,  (jer- 


77 

many,  Hungary,  Italy,  the  Netherlands,  Spain,  Switzerland,  and  the  Slovak  Repub- 
lic). Two  additional  countries  are  on  the  way  to  adopting  a  similar  system  (Portugal 
and  Belgium).  The  system  could  became  mandatory  throughout  Europe  if  the  Euro- 
pean Community  (EC)  continues  to  pursue  a  European  policy  in  this  area.  The  EC 
appears  to  be  headed  towards  a  directive  that  makes  a  blank  tape  levy  system  man- 
datory throughout  the  Community  and  the  European  Economic  Space.  If  the  final 
EC  directive  is  based  on  reciprocity,  then  new  levy  systems  and  existing  systems 
would  convert  to  this  standard. 

Thus,  while  the  figures  cited  below  reflect  the  relatively  nascent  stage  of  most  of 
these  systems,  the  potential  for  increases  in  collections  of  levies  on  U.S.  works  is 
enormous.  Let  me  give  you  some  examples  of  the  funds  that  were  collected  in  1988: 

In  Germany,  in  the  audio  area  a  total  of  approximately  $18  million;  in 
the  video  area  approximately  $47  million.  Totals  for  audio  in  France  exceed 
$16  million  and  for  video  the  levies  exceed  $47  million.  In  Austria,  the  to- 
tals are  approximately,  $2  million  and  $6  million  (respectively).  Funds  col- 
lected in  Hungary  split  into  half  a  million  dollars  for  audio  and  three-hun- 
dred thousand  dollars  for  video.  In  Finland,  for  audio,  approximately  $  3 
million  and  for  video  approximately  $10  million. 

Total  reported  collections  in  1988  amount  to  over  $150  million.  Based  on  the  total 
share  of  these  markets  held  by  U.S.  product,  the  share  that  should  have  been  paid 
to  U.S.  right  holders  is  significant.  Yet,  Americans  received  an  insignificant  portion 
of  these  funds. 

UNDERLYING  POLICY  ISSUES 

The  fundamental  principle  of  the  Berne  Convention  as  weU  as  the  GATT  is  na- 
tional treatment.  Article  5.1  of  Berne  provides: 

Authors  shall  enjoy,  in  respect  of  works  for  which  they  are  protected 
under  this  Convention,  in  countries  of  the  Union  other  than  in  the  country 
of  origin,  the  rights  which  their  respective,  laws  do  now  or  may  hereafter 
grant  to  their  nationals,  as  well  as  the  rights  specially  granted  by  this  Con- 
vention. 

Because  of  the  strength  of  this  obligation,  foreign  governments  present  various  ar- 
guments in  support  of  their  decision  to  exclude  these  rights  from  the  Berne  Conven- 
tion principles  of  national  treatment  and  prohibition  of  formalities.  A  critical  point 
of  departure  for  these  arguments  is  the  assertion  that  the  subject  matter  is  not  suit- 
able for  copyright  protection  or  that  the  relevant  "right  owner"  is  not  an  author 
within  the  meaning  of  the  Berne  Convention.  Acceptance  of  at  least  one  these  points 
is  essential  to  avoid  the  Convention's  national  treatment  obligations. 

As  the  copyright  experts  among  you  know,  there  is  an  almost  theological  division 
between  the  common  and  civil  law  systems  on  the  question  of  who  may  be  consid- 
ered to  be  an  author  and  what  constitutes  a  work  protected  under  the  Convention. 

According  to  proponents  of  reciprocity,  once  a  right  or  a  right  owner  is  excluded 
from  the  realm  of  copyright,  the  policy  reasons  for  adopting  a  reciprocity-based  re- 
gime can  not  be  ignored.  Foreign  governments  argue  that  reciprocity  makes  it  easier 
For  their  legislators  to  support  new  rights.  If  a  legislator  knows  that  there  will  be 
no  "free-riders,"  it  may  be  jxjssible  to  grant  new  rights  to  nationals  and  other  par- 
ties that  provide  the  S£une  ri^ts  to  your  nationals.  The  potential  for  new  rights  is 
even  greater  when  the  granting  government  has  the  authority  to  decide  whether 
there  is  material  reciprocity  in  another  country. 

Reciprocity  also  encourages  international  adoption  of  new  rights  in  new  things. 
Indeed,  there  is  always  the  possibility  of  negotiating  an  international  agreement  on 
this  new  right,  which  would  make  rights  accessible  to  all  members  of  the  agree- 
ment. 

Most  telling  are  the  reciprocity  arguments  based  on  economics.  These  arguments 
imply,  for  example,  that  in  the  situation  of  a  levy,  it  is  not  in  the  best  interest  df 
a  government  to  provide  this  benefit  if  the  majority  of  the  money  collected  goes  to 
foreign  right  owners. 

In  this  case,  the  policy  and  economic  reasons  for  providing  ri^its  on  the  basis  of 
reciprocity  are  not  persuasive. 

First,  the  concept  of  national  treatment  is  the  cornerstone  not  only  of  the  Berne 
Convention,  but  also  of  the  GATT.  The  concept  of  reciprocity  is  a  double-edged 
sword;  while  in  some  cases  it  can  benefit  domestic  interests,  when  used  by  other 
countries  it  can  work  against  domestic  interests. 
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Secondly,  the  reciprocity-based  approach  is  not  always  effective  in  persuading 
other  countries  to  grant  equivalent  rights.  The  Rome  Convention  is  a  good  example 
of  this. 

Fineilly,  when  extension  of  rights  is  linked  not  only  to  the  level  of  protection  pro- 
vided in  a  particular  party,  but  also  the  probable  flow  of  funds  to  that  party,  there 
is  a  great  potential  for  discrimination  against  countries  that  are  global  leaders  in 
a  particular  field.  Thus,  it  is  no  wonder  that  U.S.  copyright  interests  beUeve  they 
are  the  subject  of  discriminatory  treatment. 

I  must  be  candid  and  note  that  in  1984  the  United  States  adopted  legislation  in 
the  area  of  layout  designs  for  semiconductor  mask  woiks  that  included  transitional, 
reciprocity-based  provisions.  In  implementing  these  provisions,  the  U.S.  Government 
has  recognized  and  provided  fiill  national  treatment  protection  to  all  other  govern- 
ments that  have  reouested  protection  for  their  nationals'  layout  designs  in  the  Unit- 
ed States.  I  must  also  be  frank  and  say  that  it  is  a  course  of  action  that  we  have 
not  repeated  in  the  area  of  intellectual  property. 

CONCLUSION 

The  Clinton  Administration  believes  it  is  essential  to  gain  the  acceptance  of  the 
principle  of  national  treatment  with  respect  to  the  rights  under  discussion  in  the 
^ossiole  Protocol  to  the  Berne  Convention",  the  "New  Instrument"  and  the  GATT 
TRIPS  agreement.  Denial  of  national  treatment  has  adverse  effects  on  the  relevant 
U.S.  industries  and  their  employees  and  creates  a  poor  precedent  for  future  actions 
in  the  intellectual  property  context. 

Mr.  Hughes.  The  subcommittee  will  come  to  order.  We  have 
been  joined  by  our  distinguished  ranking  Republican,  Mr.  Moor- 
head  of  California. 

Mr.  Shapiro,  let  me  first  ask  you  this.  Has  the  cultural  exemp- 
tion provision  in  NAFTA  served  as  a  precedent  for  other  countries 
to  ask  for  similar  treatment? 

Mr.  Shapiro.  Mr.  Chairman,  as  you  know,  the  cultural  exemp- 
tion in  NAFTA  started  in  the  Canadian  Free  Trade  Agreement  and 
was  carried  over  in  NAFTA. 

The  U.S.  negotiators  resisted  it  strongly,  but  ultimately  accepted 
it.  We  regard  it  basically  as  a  limited  exception  to  national  treat- 
ment. 

I  agree  that  we  don't  think  it  is  a  good  precedent.  We  don't  see 
it  as  a  precedent  for  anything  further  along  these  lines. 

The  Canadian  Government  has  not  exercised  the  exemption 
under  the  CFTA.  But  under  the  NAFTA,  if  they  do  the  U.S.  Gov- 
ernment is  able  to  take  trade  action  in  response  to  seek  compensa- 
tion or  to  take  back  concessions  otherwise  made. 

But  I  guess  the  short  answer  is  yes.  It  is  something  of  an  unfor- 
timate  precedent  except  that  we  are  not  going  to  let  it  be  a  prece- 
dent. 

Mr,  Hughes.  That's  encouraging  because  I  for  one  think  it  was 
an  absolute  mistake  to  cave  on  that  issue. 

The  United  States  has  been  quite  active  in  the  Uruguay  Round 
of  GATT.  The  Dimkel  text  of  the  Uruguay  Round  contains  a  num- 
ber of  intellectual  property  provisions,  as  you  know,  including  one 
on  national  treatment. 

I  wonder  if  you  could  explain  to  us  how  the  Dunkel  text  national 
treatment  provision  actually  works. 

Mr.  Shapiro.  Mr.  Chairman,  first  I  would  say  in  general  the 
Dunkel  text  TRIPS  agreement  has  a  great  deal  in  it  that  is  good 
for  copyright  industries. 

With  respect  to  the  national  treatment  issue,  however,  while  the 
basic  principle  of  the  Dunkel  text  does  cover  the  general  national 
treatment  obligation,  it  permits  members  to  exercise  the  exceptions 
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to  national  treatment  contained  in  various  international  agree- 
ments, including  the  Berne  Convention  and  the  Rome  convention. 

In  addition,  with  respect  to  rights  that  are  accorded  to  producers 
of  phonograms,  performers  and  broadcasting  organizations,  the  na- 
tional treatment  obligation  extends  only  to  the  rights  addressed  in 
the  TRIPS  agreement. 

Simply  put,  while  the  Dunkel  text  does  contain  a  national  treat- 
ment principle  and  obligation,  it  doesn't  go  far  enough. 

It  does  not  address  the  questions  and  the  issues  that  this  hearing 
touches  on  and  I  tried  to  outline  in  my  testimony. 

We  feel  we  need  to  go  beyond  the  current  text  and  ensure  na- 
tional treatment  for  other  rights  by  building  a  foundation  that  ad- 
dresses copyrighted  works  so  that  new  fixations  are  protected  and 
new  owners  are  protected  in  the  copyright  realm. 

The  Dunkel  text  is  not  at  this  time  a  satisfactory  formulation  on 
national  treatment. 

Mr.  Hughes.  Does  the  United  States  then  support  the  Dunkel 
text  provision  on  national  treatment  or  not? 

Mr.  Shapiro.  Mr.  Chairman,  we  are  working  to  strengthen  that 
text.  In  its  present  form  it  is  not  something  that  we  support. 

We  are  working  hard  to  strengthen  the  national  treatment  as- 
pects of  it  and  also  to  deal  with  other  questions. 

Mr.  Hughes.  I'm  happy  to  hear  that.  Because  as  I  understand 
it,  we  tabled  a  very  similar  provision  before  Dunkel  was  surfaced, 
did  we  not?  Didn't  we  table  a  very  similar  proposal? 

Mr.  Shapiro.  Cathy,  why  don't  you  respond  to  that. 

Ms.  Field.  Thank  you.  During  the  negotiations,  the  TRIPS  nego- 
tiations, in  the  latter  stages  in  particular,  we  did  discuss  some 
draft  language — a  proposal  on  national  treatment. 

That  language  was  not  accepted.  It  does  not  appear  in  the  draft 
final  act.  We  are  continuing,  however,  to  pursue  the  issue,  to  ex- 
plain our  position,  to  meet  with  our  trading  partners  and  raise  it 
at  the  highest  levels. 

It  is  something  that  we  intend  to  address  before  the  end  of  the 
day. 

Mr.  Shapiro.  Mr.  Chairman,  if  I  could  add  to  one  thing  that 
Cathy  touched  on. 

This  issue  of  national  treatment  has  been  raised  by  Ambassador 
Kantor  at  the  highest  levels  with  our  trading  partners,  EC  and  oth- 
ers. And  not  once,  but  repeatedly.  They  know  the  priority  we  ac- 
cord to  it. 

Mr.  Hughes.  I  didn't  mean  to  suggest  otherwise.  And  I  want  to 
tell  you,  that's  my  understanding  and  I  congratulate  the  Trade 
Representative's  Office,  Mr.  Kantor  in  particular,  Ambassador 
Kantor  particularly  for  that  position.  I  personally  think  it  is  the 
right  position  and  I  hope  he  maintains  that  position. 

Let  me  ask  you  something  else  and  then  I  will  recognize  the  gen- 
tleman from  California. 

When  do  we  get  to  the  point,  or  do  we  get  to  the  point,  when 
these  subterfuges  that  are  used  to  take  our  property  and  then  use 
that  property  against  us,  when  do  we  get  to  the  point  where  we  say 
no  more?  You  can't  have  the  property. 
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Mr.  Shapiro.  Mr.  ChairmEin,  I  would  say  that  this  issue,  with  re- 
spect to  our  U.S./EC  bilateral  relations,  this  issue  is  one  of  the 
most  serious  that  we  are  engaged  on. 

The  question  of  when  we  reach  that  point  is  something  that  I 
think  we  at  USTR,  you  on  the  Hill,  and  the  affected  industries 
would  have  to  think  long  and  hard  about. 

A  scheme  like  the  French  levy  scheme  is  very  troubling  to  us  and 
the  way  you  have  described  the  generic  problem  is  an  accurate  de- 
scription. 

At  the  same  time,  we  continue  to  do  business  there.  Our  copy- 
righted works  are  in  Europe.  There  is  a  strong  market  for  them 
there.  And  as  a  consequence,  we  would  have  to  think  very  carefully 
about  taking  trade  action. 

Mr.  Hughes.  That's  not  something  that  you  could  decide  precipi- 
tously. There's  no  question  about  it  because  it  flies  in  the  face  of 
much  of  what  we  believe. 

We  believe  in  cultural  diversity  and  we  think  it  is  healthy  that 
we  increase  cultural  exchange. 

And  I  really  believe  we  would  feel  that  way  even  if  we  didn't 
have  a  lion's  share  in  the  international  market  place  because  that's 
inherent  in  the  fabric  of  our  society. 

It  seems  to  me  that  we  are  getting  to  a  point  that  what  is  occur- 
ring to  American  industries  is  just  totally  unacceptable  and  we 
need  to  find  ways  to  deal  with  that. 

I'm  not  suggesting  that  that  would  be  an  easy  decision  on  our 
part  because  it  would  not  be. 

Mr.  SHAPrao.  I  agree  with  what  you  are  saying,  Mr.  Chairman. 

Let  me  add  that  one  of  the  things  that  is  disconcerting  about  a 
scheme  like  the  French  levy  scheme  and  the  ones  that  are  pro- 
liferating in  Europe  is  that  to  some  extent  whatever  arguments 
they  make  on  the  cultural  side,  and  we  don't  accept  those  argu- 
ments, but  whatever  arguments  they  make  about  cultural  issues, 
these  kind  of  schemes  simply  turn  it  into  a  financial  issue  where 
basically  they  are  taking  money  that  should  be  going  to  our 
rightsholders  and  using  it  to  subsidize  theirs.  I  think  that  is  a  very 
serious  issue  for  us. 

Mr.  Hughes.  It  has  existed  since  1985  with  the  French.  It's  not 
a  new  issue.  I  think  the  trend  you've  described  is  dangerous. 

That  trend  is  going  to  require  us  to  review  a  whole  host  of  rea- 
sons why  we  should  continue  a  regime  that  enables  people  to  take 
property  that  doesn't  belong  to  them  and  use  that  against  us. 

I  was  a  prosecutor  for  about  10  years  and  we  had  different 
names  for  things  like  that. 

Anyway,  thank  you.  I  appreciate  your  candor  today  and  your  tes- 
timony. Thank  you  very  much.  The  gentleman  from  California. 

Mr.  Moorhead.  Thank  you.  I  also  want  to  welcome  you,  Mr. 
Shapiro. 

Mr.  Shapiro.  Thank  you. 

Mr.  Moorhead.  A  few  years  ago.  Senators  DeConcini,  Leahy  and 
myself  were  involved  in  the  reciprocity  provision,  section  914. 

You  seem  to  be,  according  to  your  statement  on  pages  9  and  10, 
you  seem  to  have  some  disenchantment  with  that  particular  provi- 
sion. 
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If  you  do  waive  them,  what  form  of  protection  does  the  adminis- 
tration hold? 

Mr.  Shapiro.  Mr.  Moorhead,  I  didn't  mean  to  be  unduly  critical 
of  that  act. 

One  of  the  things  I  was  trying  to  express  in  the  testimony  is  that 
when  we  depart  from  the  national  treatment  principle,  even  in  the 
circumstance  where  it  appears  to  be  justified,  given  the  specific  sit- 
uation, it  has  consequences  for  us  in  terms  of  our  trading  partners 
being  able  to  say  that  we  are  no  longer  adhering  to  that  principle. 

And  as  a  consequence,  they  ought  to  be  able  to  resort  to  reciproc- 
ity. As  a  consequence,  we  haven't  gone  down  that  road  again  since 
that  act. 

Mr.  Moorhead.  Are  trading  partners  having  difficulties  with 
914?  Have  they  been  holding  it  up? 

Ms.  Field.  That  is  one  of  the  arguments  that  is  often  used  in  our 
discussions  with  other  trading  partners. 

They  talk  about  the  history  that  we  both  have  in  the  area  of 
semiconductor  protection,  one  of  reciprocity  and  also  indicate  this 
is  an  example  of  why  you  need  to  examine  the  economics  of  the  sit- 
uation in  each  case. 

Mr.  Moorhead.  Doesn't  it  come  down  to  the  fact  though  that  in 
these  negotiations  that  everyone  grasps  for  eveiy  spark  they  can 
get  a  hold  of  to  use  for  arguments?  Do  you  really  think  they  are 
going  to  go  any  place? 

Ms.  FffiLD.  I  think  negotiators  are  precisely  that  way.  I  think 
they  use  the  available  arguments  whether  or  not  they  are  strong. 

The  question  is,  faced  with  the  situation  that  we  are  with  a  copy- 
right-based regime,  whether  denial  of  national  treatment  in  that 
context  is  acceptable.  I  think  that's  where  we  have  to  keep  the 
focus. 

Mr.  Moorhead.  Generally,  what  countries  are  pressing  the  hard- 
est for  a  revision  of  the  Berne  Treaty?  Can  a  revision  be  done  in 
such  a  way  as  to  be  beneficial  to  the  United  States? 

Ms.  Field.  It's  difficult  to  say  who  is  pressing  the  hardest  for  the 
Berne  Protocol.  I  think  it  is  more  of  an  exercise  of  clarifying  the 
convention. 

The  European  Community,  for  example,  would  like  to  see  some 
kind  of  international  imprimatur  on  its  recent  work  in  the  copy- 
right area.  So  they  are  very  much  interested  in  this  exercise. 

Mr.  Moorhead.  One  of  the  things  they  would  like  to  do  is  to 
make  changes  in  U.S.  policy. 

Ms.  Field.  You  mean  that  might  be  one  of  their  objectives? 

Mr.  Moorhead.  Yes. 

Ms.  Field.  Yes.  That  is.  But,  as  I  said,  this  is  in  negotiation  and 
that's  something  that  we're  not  intending  to  do. 

Mr.  Moorhead.  How  strong  is  the  influence  of  the  developing 
Third  World  countries  among  the  Berne  members?  Do  you  feel  they 
are  a  threat  to  change  the  Berne  Treaty  in  such  a  way  as  to  have 
an  adverse  effect? 

Ms.  Field.  I  don't  know  if  I  am  in  a  position  to  assess  that  right 
now.  We're  at  the  very  early  stages  of  the  process. 

'The  discussions  at  least  that  I  have  participated  in  have  been 
primarily  among  the  developed  countries.  I  think  it  remains  to  be 
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seen  what  role  the  developing  countries  will  play  farther  down  the 
road  in  negotiations. 

Mr.  Shapiro.  One  of  the  things  that  strikes  me,  Mr.  Moorhead, 
is  that  in  the  Uruguay  Round  of  negotiations,  we  have  obviously 
had  a  good  deal  of  concern  in  working  for  a  strong  TRIPS  text. 

We  have  had  to  overcome  and  still  have  to  overcome  some  of  the 
opposition  of  some  of  the  developing  nations.  One  of  the  most  dif- 
ficult problems  though  is  the  fact  that  we  are  at  logger  heads  with 
the  EC  on  a  number  of  key  issues  has  made  it  difficult  for  us  to 
come  together  and  then  unite  and  go  forward  and  get  the  kind  of 
text  the  developed  world  needs. 

Mr,  Moorhead.  The  EC  seems  to  have  some  problems  among 
themselves  from  time  to  time.  When  you  have  a  developing  organi- 
zati6n  of  that  kind  you  are  bound  to  have  points  of  pressure. 

Mr.  Shapiro.  Yes.  Although  in  this  area — and  there  obviously 
are  differences  between  the  member  states — but  in  this  area,  I'm 
not  sure  that  given  the  way  that  some  of  the  blank  levy  schemes 
have  sort  of  proliferated,  I  think  we  have  a  concern  with  a  large 
number  of  the  states. 

Mr.  Moorhead.  The  last  thing  I  wanted  to  ask  about  is  the  right 
of  remuneration  with  respect  to  rental  rights  of  records  that  is 
being  recommended  by  the  international  bureau. 

Are  they  also  recommending  that  computer  programs  and  other 
things  of  that  sort  also  belong  under  the  Berne  Convention? 

Ms.  Field.  The  international  bureau  is  or  has  in  the  past  put  for- 
ward the  position  that  computer  programs  are  covered  by  the 
Berne  Convention. 

That  computer  programs  should  be  recognized  as  works.  These 
were  in  the  earlier  discussions  in  the  committee  of  experts. 

Mr.  Moorhead.  Mr.  Chairman,  I  ask  unanimous  consent  that 
my  opening  statement  be  made  a  part  of  the  record. 

Mr.  Hughes.  Without  objection,  so  ordered.  The  gentleman  is 
free  when  we  excuse  Mr.  Shapiro  to  make  a  statement.  Whatever 
the  gentleman  prefers.  I  know  the  gentleman  was  tied  up.  Without 
objection.  So  received. 

[The  prepared  statement  of  Mr.  Moorhead  follows:] 

Prepared  Statement  of  Hon.  Carlos  J.  Moorhead,  a  Representative  in 
Congress  From  the  State  of  California 

Thank  you,  Mr.  Chairman  and  I  would  like  to  commend  you  for  scheduling  this, 
the  second  day  of  oversight  hearings  on  a  possible  protocol  to  the  Berne  Convention. 
Today  we  will  receive  testimony  on  the  all-important  issue  of  national  treatment, 
which  is  without  question  the  foundation  of  the  Berne  Convention,  and  for  that  mat- 
ter, all  subsequent  copyright  conventions.  The  principle  of  national  treatment  recog- 
nizes that  the  citizens  of  one  country  shaU  enjoy  all  of  the  ri^ts  and  privileges  af- 
forded by  the  laws  of  another  country. 

Under  the  principle  of  national  treatment  the  United  States  has  developed  into 
the  world's  largest  exporter  of  copyrighted  works.  America's  creativity  is  the  most 
sought  after  around  the  world.  Unfortunately,  national  treatment  is  under  serious 
attack,  as  other  countries  have  actively  implemented  ways  to  short  circuit  it  and 
in  some  cases,  such  as  in  the  1992  proposed  EC  directive  deaUng  with  hometaping, 
are  disavowing  it  altogether. 

We  will  hear  testimony  this  morning  from  Robert  Hadl, — the  Vice  President  and 
General  Counsel  of  MCA,  Inc.  about  the  French  Video  Levy  Legislation  which  is  just 
one  glaring  example  of  efforts  to  subvert  national  treatment.  The  bottom  line  is 
under  this  scheme,  U.S.  films  which  accounted  for  over  50%  of  all  French  box  ofiice 
collections  and  an  even  higher  percentage  of  all  French  video  collections  and  were 
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a  significant  presence  on  French  television  received  only  7.5%  of  the  collected  levies 
which  totalled  $100  million  in  1992. 

Clearly  such  efforts  to  undermine  national  treatment,  which  WIPO  has  referred 
to  as  cancer  must  be  stopped.  I  am  concerned  that  as  we  deal  with  new  technologies 
and  ways  of  exploiting  tnem,  the  efforts  on  behalf  of  some  countries  to  create  new 
beneficiaries  wul  begin  to  spill  over  into  other  important  copyright  areas  such  as 
books. 

I  am  encouraged  that  the  Administration  has  taken  a  strong  position  in  support 
of  national  treatment,  and  hopefully  they,  worising  closely  with  the  Congress  and 
the  various  copyright  interests  in  this  country  can  work  together  to  reverse  the  cur- 
rent, troubling  trend  and  thereby  preserve  the  principle  of  national  treatment. 
Thank  you  Mr.  Chairman. 

Mr,  Hughes.  The  gentleman  from  California,  Mr.  Berman. 

Mr.  Howard  Berman.  Thank  you,  Mr.  Chairman.  I  wonder  if  I 
could  just  take  my  time  now  to  have  you  try  to  educate  me.  This 
seems  to  be  an  area  that  I  find  myself  very  easy  to  keep  forgetting 
what  is  going  on  and  I  need  constant  reminders. 

Mr.  Shapiro.  That's  why  I  have  my  friend  at  the  table,  Mr.  Ber- 
man. 

Mr.  Howard  Berman.  Well,  between  the  two  of  you.  You  de- 
scribed this  French  law  that  requires  payment  of  royalties  on 
blank — and  is  it  audio  and  video  tapes? 

Mr.  Shapiro.  Yes. 

Mr.  Howard  Berman.  You  described  it  in  your  testimony.  De- 
scribe it  one  more  time  very  quickly.  What  kind  of  levy  is  it  and 
where  does  the  money  go? 

Mr.  Shapiro.  Basically  it  is  a  levy  charged  on  each  blank  tape 
manufactured  in  or  imported  into  France.  The  levy  is  divided  in 
two  ways. 

Mr.  Howard  Berman.  Each  blank  tape  manufactured  or  im- 
ported into  France.  OK 

Mr.  Shapiro.  It's  divided  essentially  in  two  ways.  Twenty-five 
percent  of  it  is  allocated  to  a  cultural  fund  which  is  used  for  essen- 
tially collective  purposes  by  the  French. 

Mr.  Howard  Berman.  And  that's  called  a  tax.  Well,  basically. 
OK 

Mr.  Shapiro.  And  the  other  75  percent  is  allocated  equally 
among  authors,  producers  and  performers. 

Mr.  Howard  Berman.  Of  the  three-quarters,  one-third,  one- 
third,  one-third? 

Mr.  Shapiro.  Right.  The  difficulty  is  that  there  are  so  many 
specifications  and  strictures  on  who  qualifies  for  that  pool  that  es- 
sentially the  result  at  the  end  of  the  day  is  that  while  a  large  per- 
centage of  the  tapes  we  are  talking  about  here  are  used  to  copy 
U.S.  copyrighted  works,  a  small  percentage  of  the  money  actually 
allocated  goes  to  U.S.  authors,  producers  or  performers. 

Mr,  Howard  Berman,  Is  it  distributed  by  some  European  ver- 
sion of  a  performing  rights  of  an  ASCAP  society? 

Ms,  Field.  Yes.  It  is  distributed  by  collecting  societies.  Through 
them, 

Mr,  Howard  Berman.  Now,  the  European  Community  you  indi- 
cated has  or  is  about  to  pass  a  law  that  will  cover  each  of  those 
countries  in  this  area? 

Mr,  Shapiro.  They  are  considering  a  law. 

Mr.  Howard  Berman.  Or  a  levy  on  blank  tape, 

Mr,  Shapiro.  Yes. 
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Mr.  Howard  Berman.  That  would  preempt  individual  member 
states  laws  or  is  it  a  supplement? 

Ms.  Field.  The  member  states  would  have  to  conform  their  levies 
to  the  directive. 

It  depends  on  how  much  detail  is  in  the  EC  directive  and  wheth- 
er it  leaves  options  available  to  the  member  states  as  to  how  to  im- 
plement it. 

Mr.  Howard  Berman.  And  you  as  representatives  of  the  Trade 
Representative's  Office  in  the  context  of  negotiations,  what  is  your 
goal? 

Is  it  to  convince  them  to  eliminate  these  different  restrictions 
which  in  effect  violate  concepts  of  national  treatment? 

Mr.  Shapiro.  Mr.  Berman,  our  goal  basically  is  to  establish  the 
acceptance  of  a  broader  principle  of  national  treatment  so  that  na- 
tional treatment  would  apply  in  this  kind  of  a  situation  so  that 
these  kind  of  schemes  would  not  be  permissible. 

Mr.  Howard  Berman.  Meaning  the  levy  or  the  distribution 
scheme?  Which  of  their  schemes? 

Mr.  Shapiro.  That's  a  good  question.  And  I'm  not  sure  that  they 
would  be  foreclosing  a  levy.  But  the  question  of  how  one  allocates 
a  levy. 

Whether  a  levy  is  actually  allocated  on  the  basis  of  national 
treatment  as  opposed  to  a  formula  of  this  sort  which  is  riddled  by 
specifications  that  clearly  discriminate.  That's  a  different  question. 

Mr.  Howard  Berman.  You're  trying  to  get  them  in  the  context 
of  different  international — or  to  simply  change  their  law  to  meet 
broad  concepts  of  national  treatment. 

Mr.  Shapiro.  Yes. 

Mr.  Howard  Berman.  What  forum  are  you  using?  Are  you  trying 
to  use  GATT  for  this. 

Mr.  Shapiro.  Yes,  we  are.  We're  actually  using  whatever  fora  are 
available  and  whatever  leverage  we  have.  It  is  a  part  of  the  Uru- 
guay Round  discussions  and  a  proposed  revision  of  the  TRIPS  text. 
We  are  also  working  on  it  under  WIPO. 

Mr.  Howard  Berman.  And  when  you  raise  these  issues  they  say 
who  are  you  guvs  to  talk.  You  don't  even  have  a  levy  on  blank 
tapes.  What  do  they  say? 

Mr.  Shapiro.  That's  among  the  things  they  say. 

Mr.  Howard  Berman.  Well,  we  have  a  levy  also  on  audio. 

Mr.  Shapiro.  Right. 

Mr.  Howard  Berman.  Their  levy  I  assume  goes  to  all  forms  of 
audio  and  video  tapes  and  therefore,  at  least  in  today's  market 
place,  about  6,000  times  bigger  than  ours. 

Mr.  Shapiro.  Right.  They  would  say  that  they  have  essentially 
taken  a  step  to  protect  the  rights  of  those  who  create  works  that 
we  haven't  taken. 

And  obviously  Congress  has  from  time  to  time  thought  about  the 
blank  tape  question  even  beyond  that.  But  the  fact  is,  if  countries 
are  willing  to  take  steps  that  expand  rights  we  are  all  in  favor  of 
that. 

But  if  they  adhere  to  the  principle  of  national  treatment,  then 
people,  the  creators  of  copyrighted  works  will  benefit.  And  that's 
fine.  But  that's  not  what's  happening  here. 
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Mr.  Howard  Berman.  National  treatment  is  a  concept  that  is 
embedded  in  the  Berne  Convention  we  have  heard  today  and  in  the 
past. 

Is  there  something  in  the  GATT  or  earlier  GATT  agreements 
which  also  incorporates  that  notion? 

Mr.  Shapiro.  Yes.  National  treatment  is  a  basic  concept  of  article 
3  of  the  GATT.  It's  also  a  concept  that  finds  its  way  into  some  of 
the  newer  provisions  of  the  Uruguay  Round. 

There's  a  national  treatment  obligation  in  the  TRIPS  text  al- 
though it  doesn't  go  far  enough.  But  it's  a  time  honored  principle 
of  trade. 

Mr.  Howard  Berman.  There  are  different  ways  to  seek  to  en- 
force in  rights  and  agreements  conduct  which  has  deemed  to  be  vio- 
lative of  GATT  agreements. 

Mr.  Shapiro.  Yes. 

Mr.  Howard  Berman.  The  national  treatment  is  part  of  GATT. 
Is  the  problem  that  GATT  does  not  cover  things  like  audio  and  vis- 
ual tapes. 

Or  is  it  a  problem  that  the  enforcement  mechanisms  are  so  weak 
that  they  are  worthless? 

Mr.  Shapiro.  Actually  more  the  former.  The  fact  is  that  one  rea- 
son why  the  Uruguay  Round  is  so  important  is  that  we  would  be 
taking  the  protections  of  GATT  and  applying  them  to  new  areas, 
including  the  intellectual  property  area  which  heretofore  haven't 
been  covered. 

Mr.  Howard  Berman.  I  think  I've  used  up  my  time,  Mr.  Chair- 
man. 

Mr.  Hughes.  The  collection  of  a  tax  or  fee  or  enhanced  revenue — 
enhanced  revenue  is  what  we  call  them  today,  we  don't  mention 
the  word  "tax" — is  not  in  itself  pernicious. 

It's  the  manner  in  which  national  treatment  is  accorded  which  is 
the  problem. 

Mr.  Shapiro.  I  think  that's  right. 

Mr.  Hughes.  Returning  to  the  Berne  Protocol,  I  understand  the 
U.S.  Government  has  presented  a  number  of  proposals  to  the 
Stockholm  Group.  I  have  a  couple  of  questions  about  that. 

I'm  sure  that  you  probably  were  as  enlightened  as  I  was  with  the 
question  I  asked  previously  about  what  feedback  we  are  getting 
about  the  WIPO  national  treatment  proposals. 

But  what  has  been  the  reaction  to  the  U.S.  private  sector  to 
these  proposals  we've  made? 

Ms.  Field.  I  think  I  can  say,  and  you  will  be  hearing  from  people 
who  can  tell  you  directly,  that  there  is  uniform  support  within  the 
U.S.  community  for  the  concept  of  national  treatment. 

The  basic  principle  is  something  that  in  fact  they  have  been  talk- 
ing about  to  us  for  some  time. 

Mr.  Hughes.  What  has  been  the  reaction  of  the  Stockholm  Group 
to  the  proposals? 

Mr.  Shapiro.  The  group  is  actually  informal.  And  to  a  large  ex- 
tent I  think  that  the  reactions  have  sort  of  parallel  the  divisions 
that  exist  in  other  for  a. 

Those  that  are  involved  from  the  community  don't  feel  any  dif- 
ferently about  these  issues  there  than  anywhere  else. 
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Mr.  Hughes.  Have  you  gotten  any  reaction  from  the  Stockholm 
Group  to  the  WIPO  proposal? 

Ms.  Field.  Aggiin,  these  are  informal  views,  but  I  think  the  reac- 
tions are  fairly  predictable.  Some  disagreement  with  the  lines  of 
reasoning  that  are  set  forth  in  the  document. 

But  I  think  they  will  be  presented  during  the  WIPO  meetings 
later  this  month  or  in  June. 

Mr.  Hughes.  That's  what  I  thought.  In  my  opening  statement  I 
referred  to  doubts  about  whether  royalties  would  flow  back  to  this 
side  of  the  Atlantic  if  our  law  was  amended  to  be  substantially 
similar  to  that  of  European  countries. 

Do  you  have  any  view  on  that?  Even  if  we  amended  our  laws  to 
try  to  conform  to  European  laws,  would  we  still  have  the  same 
problems  we  are  having  today? 

Mr.  Shapiro.  Mr.  Chairman,  I'm  actually  not  sure.  I  think  there 
are  possibilities  that  the  situation  would  get  better. 

But  there  is  a  problem  in  that  we  have  a  lion's  share  of  the  mar- 
ket over  there  and  the  reverse  is  not  the  case. 

So  there  would  still  be  strong  financial  incentives  for  provisions 
that  somehow  at  the  end  of  day  were  still  discriminatory. 

Mr.  Hughes.  I  share  your  views.  I  don't  think  it  would  make  any 
difference  because  I  think  money  is  driving  the  policy. 

I'm  not  suggesting  we  amend  our  laws.  That's  not  going  to  solve 
anything.  The  gentleman  from  California. 

Mr.  Howard  Berman.  Bangladesh  can  pass  a  royalty.  I  guess  if 
they  actually  sell  their  real  tapes  it  would  be  better.  The  records 
included. 

But  they  could  pass  the  royalty  and  put  in  the  kinds  of  restric- 
tions the  French  have,  and  one-tenth  of  1  percent  of  the  recording 
sold  would  be  from  Bangladesh  authors  and  Bangladesh  copyright 
holders  and  then  the  99.9  percent  would  be  from  others. 

But  that  would  be  this  parallel  level.  Your  incentive  goes  up  as 
the  percentage  of  foreign  intrusion  in  your  market  goes  up. 

Mr.  Hughes.  Isn't  that  so,  Mr.  Shapiro? 

Mr.  Shapiro.  It  sounds  accurate  to  me. 

Mr.  Hughes.  That's  whv  we  can't  let  that  happen,  period.  Thank 
you  very  much.  You  have  been  very  helpful  to  us. 

Mr.  Shapiro.  Thank  you. 

Mr.  Hughes.  We  now  call  to  the  table  our  panel  consisting  of 
Robert  Hadl  and  Jay  Roth.  Bob  Hadl  is  well  known  to  this  commit- 
tee and  to  the  copyright  bar  worldwide  I  might  say. 

He  is  vice  president  and  general  counsel  to  MCA  Inc.,  where  he 
has  responsibility  for  all  legal  matters  affecting  MCA  and  its  affili- 
ated and  subsidiary  companies. 

Before  he  joined  MCA  in  1978  he  was  in  private  practice  in 
Washington,  DC,  where  he  specialized  in  communication  and  intel- 
lectual property  law. 

He  was  an  attorney  in  the  Copyright  Office  from  1969  to  1972. 
He  served  as  an  attorney  with  the  WIPO  for  1  year  and  was  attor- 
ney with  the  SEC  for  some  4  years  before  that. 

Bob's  vast  experience  with  communications  and  copyrighting, 
combined  with  his  laid  back  southern  California  style  have  made 
him  in  great  demand  and  we  are  grateful  that  he  has  taken  the 
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time  to  testify  before  us  today.  He's  honed  in  that  southern  CaHfor- 
nia  concept  Mr.  Berman  referred  to. 

Jay  Roth,  the  other  half  of  the  panel  and  a  frequent  colleague  of 
Bob's  in  calm,  theoretical  debates  on  copyright  is  a  partner  with 
Taylor,  Wright,  Bush  &  Grebner.  They  represent  labor  organiza- 
tions, guilds  and  trust  funds  in  labor,  entertainment,  bankruptcy 
and  transactional  matters. 

He  appears  as  counsel  to  the  Screen  Actors  Guild,  Directors 
Guild  and  Writers  Guild  and  is  representing  those  groups  in  the 
Berne  Protocol  and  new  instrument  proceedings. 

We  welcome  you  here  today.  We  have  your  testimony.  Without 
objection,  it  will  make  a  part  of  the  record  in  full.  We  hope  you  can 
summarize  because  we  have  read  your  testimony.  But  you  may  pro- 
ceed as  you  see  fit.  We  will  begin  with  you,  Mr.  Roth. 

STATEMENT  OF  JAY  D.  ROTH,  COUNSEL,  DIRECTORS  GVJLD 
OF  AMERICA,  SCREEN  ACTORS  GUILD,  AFI^CIO,  AND  WRIT- 
ERS GUILD  OF  AMERICA,  WEST,  BURBANK,  CA 

Mr.  Roth,  Good  morning,  Mr.  Chairman  and  members  of  the 
subcommittee. 

On  behalf  of  the  Directors  Guild,  Screen  Actors  Guild,  and  Writ- 
ers Guild  of  America,  West,  and  the  100,000  artists  they  represent, 
we  thank  you  for  the  privilege  and  opportunity  to  appear  at  this 
hearing  and  to  address  you  this  morning. 

I  intend  to  summarize  this  morning  the  main  points  of  my  writ- 
ten testimony. 

We  seek  the  broadest  implementation  of  national  treatment  in 
intellectual  property  and  the  end  to  discrimination  against  Amer- 
ican writers,  directors,  performers  and  producers  in  the  field  of 
international  copyright  and  trade. 

National  treatment  is  a  fundamental  and  critical  principle  of  in- 
tellectual property.  It  is  fundamental  and  critical  because  it  re- 
quires that  states  grant  the  same  protection  to  foreign  creators  and 
artists  that  they  grant  to  their  own. 

Such  a  regime  encourages  creativity  and  the  development  of  in- 
tellectual property,  something  that  is  an  essential  matter  of  inter- 
est to  the  citizens  and  economies  of  the  world. 

National  treatment  in  intellectual  property  matters  removes  cre- 
ativity and  artistry  and  the  barriers  that  frequently  have  been  cre- 
ated in  trade  disputes  allowing  the  world  at  large  to  benefit  from 
unimpeded  intellectual  property  growth. 

The  principle  of  national  treatment  is  under  attack  on  many 
fronts  in  Europe. 

An  assortment  of  legal  and  extralegal  rationales  have  been  devel- 
oped to  transform  traditional  national  treatment  applications  to 
pure  and  simple  matters  of  unequal  treatment  and  discrimination 
for  trade  purposes. 

Reciprocity,  first  fixation,  material  and  subjective  reciprocity, 
Berne  exceptions  based  upon  new  rights  and  social  fiinds  are  de- 
vices that  nave  been  used  to  deny  U.S.  actors,  directors,  writers 
and  producers  hundreds  of  millions  of  dollars  to  date. 

These  seemingly  innocuous  terms  and  applications  are  becoming 
a  trend  which  if  not  stopped  will  potentially  lead  to  a  war  in  world 
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intellectual  property  and  the  loss  annually  of  hundreds  of  millions 
of  dollars  to  the  U.S.  community. 

The  underlying  purpose  of  copyright  is  to  reward  creativity  and 
encourage  individual  effort  through  economic  incentive. 

Various  European  countries  and  the  European  Community  have 
in  part  recognized  this  objective  by  providing  for  rights  of  ongoing 
equitable  remuneration  for  various  uses  of  creative  and  artistic 
work  in  statutes,  EC  directives  and  EC  draft  directives. 

Levies  have  been  enacted  to  provide  remuneration  to  directors, 
writers,  performers  and  producers  whose  works  are  being  copied 
and  being  rented. 

We  applaud  this  effort  and  statement  of  social  purpose  but  decry 
the  hypocrisy  of  its  application. 

If  creativity  is  to  be  encouraged  and  protected,  and  if  those 
whose  works  are  being  copied  or  rented  are  suffering  an  economic 
detriment,  how  can  a  state  legally  and  morally  justify  placing  lev- 
ies on  blank  tapes,  taping  machines  and  rentals  for  the  benefit  of 
creators  and  artists  and  tnen  use  the  fruits  of  those  levies  for  cre- 
ators and  artists  other  than  those  who  suffered  the  detriment. 

This  is  exactly  what  is  occurring  today  in  Europe  and  what 
threatens  to  be  an  increasing  trend.  The  Berne  Convention  protects 
authors'  rights  to  national  treatment  in  all  signatory  states  to  the 
convention. 

Yet  it  has  been  argued  and  applied  in  the  face  of  Berne's  specific 
provision  "for  laws  now  or  hereafter  granted"  that  new  rights  such 
as  blank  taping  and  rental  are  not  included  in  the  Berne  Conven- 
tion. 

It  has  also  been  asserted  that  Berne  treatment  does  not  have  to 
be  complied  with  when  one  state  is  out  of  compliance  with  the  pro- 
visions of  Berne  in  the  judgment  of  another  contracting  state. 

What  does  it  mean  to  intellectual  property  if  Berne  national 
treatment  is  subjective?  We  believe  there  is  great  potential  for  an- 
archy. 

The  levies  being  collected  in  Europe  are  not  insignificant.  The 
current  audio  and  audiovisual  collections  in  just  a  portion  of  the 
community  exceed  $300  million  annually. 

These  amounts  could  easily  triple  with  the  fiill  implementation 
of  the  taping  and  rental  directives  and  their  extension  throughout 
the  community. 

What  occurs  with  American  intellectual  property  which  rep- 
resents a  substantial  part  if  not  a  majority  of  the  works  affected 
by  the  levies?  We  receive  less  than  10  percent. 

First,  social  fund  deductions  are  used  to  subsidize  the  internal 
markets  for  the  benefit  of  that  market  film  industry. 

In  France,  this  amounts  to  25  percent  or  in  1992,  $25  million 
U.S.  dollars  annually.  In  Austria,  the  social  fund  is  51  percent.  In 
Finland,  66  percent. 

Second,  performers  and  producers  are  completely  excluded.  Thus 
in  France  they  are  excluded  in  sharing  from  an  additional  $50  mil- 
lion annually.  Those  are  1992  dollars. 

The  remaining  authors  share  of  $25  million  is  subject  to  our  par- 
ticipation. The  American  share  of  less  than  $10  million  is  divided 
pursuant  to  a  settlement  agreement  between  the  directors  and 
writers  and  U.S.  producers. 
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There  is  no  guarantee,  however,  that  these  small  collections  will 
continue.  I  should  note  that  there  is  a  similar  agreement  between 
the  Screen  Actors  Guild  and  the  U.S.  producers. 

However,  there  have  been  no  collections  under  this  agreement 
because  of  the  denial  of  national  treatment  to  U.S.  producers  and 
performers. 

The  Europeans  utilize  the  differences  between  our  system  as  part 
of  the  basis  for  denying  national  treatment.  Little  recognition  is 
given  to  the  U.S.  collective  bargaining  system  and  the  hundreds  of 
millions  of  dollars  in  residuals  generated  annually  for  creators  and 
artists  by  it. 

Less  recognition  is  given  to  the  fact  that  European  actors,  direc- 
tors and  writers  have  received  national  treatment  under  U.S. 
agreements  and  millions  of  dollars  in  residuals. 

This  is  not  to  say  that  we  believe  all  is  without  need  of  repair 
here.  The  European  statutory  approach  to  ongoing  equitable  remu- 
neration offers  protections  to  artists  and  creators  that  do  not  exist 
in  the  United  States. 

The  significant  challenges  to  collectively  bargained  residuals  that 
have  been  posed  by  dozens  of  entertainment  bankruptcies  and  the 
increasing  exchange  and  transfer  of  film  products  that  are  subject 
to  residuals  without  the  assumption  of  obligations  by  the  purchaser 
has  exposed  the  severe  limitations  of  the  U.S.  bargaining  approach. 

The  Europeans  are  correct  that  copying,  particularly  digital  copy- 
ing, does  affect  the  future  of  intellectual  property. 

The  United  States  is  not  currently  examining  protections  or  re- 
muneration in  the  audiovisual  copying  field.  We  believe  that  the 
WIPO  initiatives  for  a  Berne  Protocol  and  new  instrument  are  com- 
mendable. 

But  with  respect  to  solving  the  problem  of  national  treatment, 
they  are  very  significant  limitations. 

While  referring  these  measures  as  cancers,  the  Berne  protocol 
draft  does  not  solve  national  treatment  avoidance  measures  such  as 
the  requirement  of  first  fixation  or  of  social  funds. 

The  new  instrument  does  not  require  national  treatment  for  any 
audiovisual  work  whatsoever.  So  U.S.  participation  in  new  instru- 
ment will  not  result  in  one  penny  of  collection  for  audiovisual 
works. 

Finally,  there  is  the  question  of  how  many  years  we  have  before 
there  is  any  WIPO  resolution  at  all.  There  is  much  to  be  done  to 
protect  the  fundamental  principle  of  national  treatment. 

The  WIPO  initiative  has  clear  limitations.  We  must  seek  resolu- 
tion in  other  forums  as  well.  It  is  our  view,  given  the  trade  related 
nature  of  this  matter,  that  GATT  is  an  appropriate  forum  as  to 
both  timing  and  content. 

Mr.  Chairman,  members  of  the  subcommittee,  on  behalf  of  the 
Directors  Guild,  Screen  Actors  Guild  and  Writers  Guild  of  America, 
West,  I'd  like  to  thank  you  for  inviting  us  here  to  testify. 

We  looking  forward  to  working  with  you  in  accomplishing  the 
broadest  national  treatment  for  American  interest.  Thank  you. 

Mr.  Hughes.  Thank  you,  Mr.  Roth. 

[The  prepared  statement  of  Mr.  Roth  follows:] 
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Prepared  Statement  of  Jay  D.  Roth,  Counsel,  Directors  Guild  of  America, 
Screen  Actors  Guild,  AFL-CIO,  and  Writers  Guild  of  America,  West,  Bur- 
bank,  CA 

introduction 

I  am  Jay  Roth,  counsel  to  the  Directors  Guild  of  America,  Screen  Actors  Guild, 
AFL-CIO,  and  Writers  Guild  of  America,  West.  My  clients  represent  approximately 
100,000  performers,  directors  and  writers  in  the  American  motion  picture  and  tele- 
vision industry.  The  members  of  these  three  creative  guilds  represent  a  substantial 
percentage  of  the  creative  and  performing  heart  of  the  industry.  Mr.  Chairrnan,  we 
thank  you  and  the  Subcommittee  for  the  opportunity  to  appear  at  this  hearing  and 
address  you  this  morning. 

This  testimony  is  offered  in  support  of  the  broadest  possible  implementation  of 
National  Treatment  in  international  intellectual  property  areas,  and  the  end  to  de 
facto  discrimination  against  American  writers,  directors,  performers  and  producers 
in  the  fields  .of  international  copyright  and  trade. 

While  the  principles  of  copyright  and  author's  rights  ^  {Droits  D'Auteur)  have  de- 
veloped state  to  state  with  dinering  systems  and  levels  of  protection  for  authors  and 
performers,  the  principle  of  National  Treatment  has  been,  and  we  believe  should  be, 
the  internationally  recognized  standard,  especially  as  it  relates  to  artistic  creators. 
The  recognition  of  National  Treatment  by  the  original  Berne  signatories  over  a  cen- 
tury ago  reflected  the  understanding  that  creative  and  artistic  work  has  no  borders, 
and  that  for  full  economic  and  cultural  development,  society  must  protect  with  equal 
treatment  and  without  discrimination  the  creators  and  artists  of  all  nations.  It 
should  be  noted  that  although  Berne  mandates  only  minimum  levels  of  protection, 
and  does  not  require  contracting  states  to  raise  their  levels  of  protection  to  those 
of  other  contractmg  states,  it  does,  throu^  the  principle  of  National  Treatment,  re- 
Quire  that  nationals  of  other  countries  signatory  to  Berne  be  treated  equally  with 
the  host  nation's  citizens  in  matters  of  intellectual  property. 

The  development  of  technology  has  of  course  required  responses  in  the  form  of 
legal  protection  for  creative  and  artistic  works.  Sound  recordings,  radio,  motion  pic- 
tures, television,  the  rental  and  lending  of  audio  and  audiovisual  works,  and  the 
copying  of  those  works  onto  blank  tapes  have  each  presented  significant  issues  that 
have  been  addressed  by  various  forums  as  to  the  recjuisite  level  of  protection  for  cre- 
ators and  artists.  The  development  of  new  technologies  and  levels  of  protection  has 
not  occurred  uniformly  nation  to  nation.  As  uneven  economic  rights  and  different 
levels  of  protection  have  developed,  issues  related  to  whether  there  should  be  Na- 
tional 'Treatment  regarding  those  new  levels  of  protection  for  nationals  of  other 
states  have  come  to  the  fore.  Opposition  to  National  Treatment  has  been  voiced  in 
the  call  for  Reciprocity  or  Material  Reciprocity  ^  as  the  rule  of  law  in  international 
intellectual  property.  The  rule  of  reciprocity  is  frequently  urged  by  those  states 
which  seek  to  compel  other  states  to  adopt  their  terms  of  protection,  or  which  seek 
unifair  economic  advantage  in  intellectual  property  matters  for  their  artists  and  cre- 
ators. 

the  challenge  to  national  treatment 

In  certain  European  countries,  legislation  has  established  levies  on  blank  tapes, 
recording  devices  and  video  rentals.  The  stated  legislative  purpose  of  these  statutes 
is  the  economic  protection  of  authors,  performers  and  producers  whose  works  are 
being  copied  or  rented.  The  need  for  protection  is  based  upon  the  sound  judgment 
that  copying  and  renting  reduces  demand  for  the  development  of  other  works,  and 
further,  that  those  who  created  or  developed  audio  or  audiovisual  works  should  in 
any  event  participate  in  the  income  stream  produced  by  these  new  means  of  exploi- 
tation. 


iThere  are  Bignificant  distinctions  between  the  "copyright"  and  author's  righto'  systems.  While 
U.S.  law  recogruzes  the  producer  as  the  author  of  a  film,  granting  him  copyright  protection,  au- 
thor's righte  stetes  consider  that  the  author  must  be  a  physical  person.  Certain  rights  remain 
with  the  physical  person  without  regard  to  "ownership"  under  these  systems. 

2  Reciprocity  "means  that  a  given  provision  in  the  national  law  applies  to  foreigners  only  if, 
and  to  the  extent  to  which  their  country  provides  for  the  right  and  makes  it  available  to  foreign- 
ers" (WIPO  International  Bureau  3/12/93  draa.  BCP/CE/1 11/2- 111  125,  paragraph  83).  Material 
Reciprocity  or  "subjective  reciprocity"  means  that  a  state  may  look  to  the  law  of  another  state 
and  make  a  subjective  judgment  about  whether  protection  in  each  is  equivalent.  This  determina- 
tion is  used  as  the  basis  to  determine  whether  protection  to  the  foreign  national  will  be  pro- 
vided. Subjective  reciprocity  is,  at  its  core  and  at  ite  worst,  a  mandate  to  ignore  fairness  and 
legal  protections  at  will. 
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The  audiovisual  levies  on  blank  tapes  in  Germany  (Art.  54  German  Copyright  Act) 
and  France  ("Copie  Privee,"  Copyright  Revision  Act  adopted  3  July  1985),  adopted 
in  1982  and  1985  ^  respectively,  in  1992  g_enerated  in  excess  of  Two  Hundred  Million 
U.S.  Dollars  ($200,000,000.00).  Similar  levies  have  been  adopted  in  Spain,  Italy, 
Switzerland,  Austria,  and  the  Netherlands.  Other  countries  throughout  Europe  have 
either  adopted  or  are  in  the  process  of  adopting  blank  taping  levies.  While  the  direc- 
tive is  currently  in  draft  form,  it  is  anticipated  that  the  European  Community  will 
adopt  a  blank  taping  levy  as  part  of  the  harmonization  process.*  Common  to  all  of 
the  existing  statutes  ana  the  proposed  EC  draft  is  the  rejection  of  the  principle  of 
National  Treatment. 

Levies  on  the  rental  of  audio  and  audiovisual  tapes  are  not  as  prevalent  as  those 
for  blank  taping.  Of  the  major  European  countries,  only  Germany  (Art.  27)  currently 
has  collections  on  rentals.  The  EC,  however,  has  adopted  a  rental  directive  for  the 
Community  which  also,  because  of  the  requirement  of  reciprocity,  denies  protection 
and  shares  of  remuneration  to  American  performers  and  producers. 

The  rejection  of  National  Treatment  for  the  Rule  of  Reciprocity  is  well  exemplified 
by  the  French  application  of  their  audiovisual  levy  of  1985,  "Copie  Privee." 

At  the  outset,  twenty-five  percent  (25%)  of  all  funds  collected  in  any  year  are  de- 
ducted for  social  purposes.  Thus,  in  1992,  where  there  were  collections  of  approxi- 
mately One  Hundred  Million  Dollars  ($100,000,000.00)  in  France,  Twenty-five  Mil- 
lion Dollars  ($25,000,000.00)  was  allocated  to  social  uses  (i.e.,  social  welfare,  train- 
ing, development)  for  film  authors,  performers  and  producers.'^ 

The  denial  of  National  Treatment  does  not  stop  here.  The  remaining  funds  are 
divided  into  three  (3)  shares:  authors,  performers  and  producers,  each  receiving 
twenty-five  percent  (25%).  Under  the  French  law,  producers  and  performers  are  con- 
sidered to  be  "neighboring  rights"^  holders  who  are  only  entitled  to  protection  if 
their  work  is  first  fixed  (recorded)  in  France  or  if  they  are  nationals  of  a  state  signa- 
tory to  the  Rome  Convention.  Thus,  American  producers  and  performers  received 
none  of  the  Fifty  Million  Dollars  ($50,000,000.00)  allocated  to  their  interests  in 
1992.  The  American  share  of  this  sum  was  distributed  to  French  performers  and 
producers. 

The  fixation  requirement  is  a  denial  of  National  Treatment  to  all  works  except 
those  produced  in  France,  and  the  reauirement  of  Rome  signatory  status  for  produc- 
ers and  performers  as  applied  to  audiovisual  works  is  little  more  than  legal  soph- 
istry. The  Rome  Convention  makes  no  reference  whatsoever  to  the  audiovisual  pro- 
ducer. With  respect  to  audiovisual  works,  protection  under  Rome  for  performers  is 
strictly  limited  to  the  right  to  authorize  whether  their  performance  wiU  be  fixed, 
once  this  occurs,  no  other  rights  granted  to  performers  under  Rome  (i.e.,  Art.  7,  re- 
production and  broadcasting  rights,  and  Art.  12,  rights  to  remuneration)  are  af- 
forded. (Article  19,  Rome  Convention.  See  also  WIPO  Guide  to  the  Rome  Conven- 
tion, 19.5-19.10.) 

The  argument  that  Rome  signatory  status  is  a  condition  for  receiving  National 
Treatment  for  audiovisual  works  is  thus  specious,  given  that  Rome  essentially  does 
not  address  audiovisual  works  or  their  producers  and  performers.  On  the  issue  of 


3  While  this  testimony  has  focused  on  audiovisual  levies,  there  are  comparable  audio  levies 
in  FVance,  Germany  and  other  European  countries.  Such  levies  will  be  the  subject  of  harmoni- 
zation throughout  the  European  Community. 

■•The  process  of  harmonization  is  intended  by  the  EC  through  various  directives  to  require 
minimum  levels  of  protection  for  intellectual  property  throughout  the  international  market  of 
the  Community.  Collections  under  the  audio  levies  are  approximately  thirty  percent  (30%)  of 
the  audiovisual  levies.  Reciprocity  is  applied  under  these  levies  as  well. 

"Social  Funds  exist  in  almost  all  of  the  European  statutes.  By  limiting  their  availabihty  to 
nationals  of  the  particular  state,  the  Social  Funds  themselves  are  denials  of  national  (equal) 
treatment.  The  following  are  examples  of  social  fund  charges:  Austria  -  51%,  Spain  -  20%,  Hol- 
land -  15%,  Italy  -  5%,  Germany  -  2%,  Bulgaria  -  20%,  Denmark  -  33%,  Finland  -  66%.  These 
social  funds  are  thinly  disguised  subsidies  for  various  countries'  film  industries.  The  Inter- 
national Bureau  of  WIPO's  Memorandum  of  March  1993  proposes: 

that  no  remuneration  due  to  foreign  authors  or  other  foreign  owners  of  copyright  be 
used  without  the  authorization  of  such  authors  or  other  owners  of  copyright,  given  di- 
rectly or  through  persons  or  bodies  representing  them,  for  any  purpose  other  than  the 
distribution  of  such  remuneration  among  the  authors  or  other  owners  of  copyright  con- 
cerned (BCP/CE/111/2-111,  page  36  "fl42).  (N.B.,  similar  prohibitory  language  is 
present  in  the  New  Instrument  draft.  INR/CE/I/2  p.  28  1 86) 

This  witness  agrees  with  WIPO's  International  Bureau  that  mandatory  social  fund  deductions 
should  not  be  permitted  by  the  Protocol  or  New  Instrument. 

"Under  the  European  system,  performers,  film  and  phonogram  producers,  and  broadcasting 
organizations  are  not  considered  to  be  copyright  holders.  Their  rights  as  neighboring  rights  hold- 
ers are  considered  to  be  rights  related  to  copyright  or  related  rights.  Under  such  a  construct, 
Beme  National  IVeatment  protection  is  inapplicable  to  all  of  these  categories. 
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whether  U.S.  law  offers  rights  that  are  reciprocal  to  Rome,  U.S.  substantive  law 
gives  to  performers  (whether  U.S.  or  foreign)  the  same  sole  substantive  right  that 
audiovisual  performers  are  granted  under  Rome,  the  right  to  authorize  whether 
their  work  will  be  first  fixed/  As  U.S.  law  grants  the  right  of  fixation  to  U.S.  per- 
formers, the  argument  that  either  the  lack  of  Rome  signatory  status  or  the  lack  of 
an  equivalent  level  of  protection  in  the  U.S.  for  fixation  rights  has  little  substance. 

It  should  be  noted  in  this  regard  that  the  National  Treatment  provisions  of  the 
proposed  New  Instrument,  whidi  are  quite  favorable  as  to  what  rights  holders  are 
covered  in  the  instrument,  offer  no  solace  for  audiovisual  performers  and  producers. 

The  New  Instrument,  as  currently  drafted,  does  not  address  audiovisual  works. 
In  fact,  the  International  Bureau's  Memorandum  provides  that,  pending  clarification 
from  the  governing  bodies  of  WIPO,  ". . .  this  Committee  of  experts  should  not  dis- 
cuss questions  covering  audiovisual  fixations.  It  is  for  this  reason  that  the  present 
memorandum  does  not  deal  with  audiovisual  fixations."  (INR/CE/I/2,  3/12/93,  pg.  5, 
^  10)  The  adoption  of  the  New  Instrument  as  drafted  will  not  grant  National  Treat- 
ment to  audiovisual  works,  and  thus  will  not  result  in  American  participation  in  the 
producers'  or  performers'  share  of  the  audiovisual  blank  taping  or  audiovisual  rental 
levies.  The  non-inclusion  of  audiovisual  works  in  the  New  Instrument  means  that 
U.S.  signatory  status  to  the  proposed  Berne  Protocol  and  New  Instrument  will  not 

cure  this  ill.  a        •         j-  j 

As  a  result  of  Berne's  National  Treatment  requirements,  American  directors  and 
writers,  as  well  as  American  producers  who  assert  "authorship"  under  U.S.  law, 
have  participated  to  date  in  the  collections  related  to  the  author's  share  of  the  levies 
in  Germany,  France  and  Austria.  The  division  of  the  levy  collections  of  American 
writers,  directors,  and  producers  is  governed  by  a  settlement  agreement  between  the 
major  motion  picture  companies  and  the  Directors  Guild  (DGA)  and  Writers  Guild 
(WGA).  The  Guild-Motion  Picture  Companies  Agreement  executed  in  1990  has  a 
term  of  five  (5)  years,  its  scope  includes  blank  taping  and  rental  levies,  and  it  is 
worldwide  and  retroactive.  The  agreement  has  fostered  significant  cooperation  be- 
tween American  writers,  directors  and  producers  in  their  common  effort  to  collect 
the  author's  share  of  the  levies.  Both  the  agreement  and  the  resultant  cooperation 
are  the  products  of  the  parties'  attempts  to  reconcile  the  different  American  and  Eu- 
ropean legal  perspectives  on  authorsnip  and  authors'  entitlement  to  remuneration. 
The  parties'  agreement  avoids  resolution  of  the  conflicts  of  law  and  other  legal  is- 
sues in  favor  of  a  pragmatic  resolution.  As  a  result  of  the  agreement,  clouds  that 
were  raised  by  various  European  collecting  societies  and  governments  regarding  the 
rights  of  various  parties  to  collect  the  levies  have  been  resolved,  and  funds  which 
were  frozen  pending  resolution  of  entitlement  issues  have  been  distributed.^  ^^^' 
ican  collections  to  date  from  France,  Germany  and  Austria  are  approximately  Fifty 
Million  Dollars  ($50,000,000.00),  with  American  directors  and  writers  receiving  m 
excess  of  Seven  Million  Dollars  ($7,000,000.00)  of  these  collections. 

While  these  sums  are  substantial,  they  represent  a  small  portion  of  the  total  col- 
lections (as  a  result  of  exclusion  from  the  performers'  and  producers'  shares)  and 
an  inappropriate  share  of  the  author's  share.  For  example,  in  Germany,  before  allo- 
cation of  shares  to  film,  a  five  percent  (5%)  social  deduction  is  made.  After  this  de- 
duction, fifty  percent  (50%)  is  allocated  to  performers,  music  and  other 
"rightsholders"  from  which  the  U.S.  receives  no  share  for  performers  or  other 
"rightsholders."  Of  the  remaining  forty-seven  and  one-half  percent  (47.5%),  fifty-six 
percent  (56%)  of  the  levy  is  allocated  to  German  films  and  forty-four  percent  (44%) 
to  foreign  films.  Of  the  forty-four  percent  (44%)  allocated  to  foreign  films  the  U.S. 
receives  sixty  percent  (60%)  or  twentv-eight  percent  (28%)  of  the  sum  allocated  to 
films.  Thus,  American  films  in  actuality  are  allocated  a  twelve  and  a  half  percent 
(12  5%)  share  of  the  total.  There  is  little  doubt  that  the  American  share  of  the  mov- 
ies and  television  product  being  exhibited,  aired  and  taped  in  Germany  exceeds 
twelve  and  a  half  percent  (12.5%).  Similar  patterns  of  underestimating  the  Amer- 
ican share  exist  in  other  European  countries.  Thus,  while  American  interests  par- 
ticipate in  author's  share  collections  in  Europe,  we  are  denied  substantive  National 
Treatment  due  to  the  methods  of  share  calculation. 

'The  Register  of  Copyrighte,  Ralph  Oman,  addressed  this  subject  in  his  March  29  testimony 
before  this  Committee.  "...The  abihty  of  a  performer  to  prevent  unauthorized  fixations  and  re- 
productions of  his  or  her  live  performance  is  deemed  to  be  so  fundamental  that  legislators  and 
courts  alike  are  willing  and  prepared  to  find  creative  solutions  to  ensure  basic  fairness  and  jus- 
tice Because  such  protection  is  so  fundamental,  it  is  not  tied  to  reciprocity  or  obligations  under 
existing  international  conventions.  The  nationahty  of  the  performer  and  the  location  of  the  per- 
formance have  no  relevance  to  any  determination  under  U.S.  law."  (Oman  testimony,  p.  14.) 

8  The  German  Patent  Office  declined  to  approve  a  distribution  scheme  for  Americans  under 
the  German  law  of  1982  until  the  Motion  Picture  Companies-Guild  agreement  was  executed  in 


1990. 
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The  Screen  Actors  Guild  and  the  Motion  Picture  Companies  have  a  five  (5)  year 
agreement  that  is  similar  to  the  motion  picture  companies'  DGAAVGA  agreement. 
To  date,  there  have  been  no  collections  under  this  agreement  because  of  the  applica- 
tion of  the  previously  discussed  rules  of  reciprocity  to  the  performers'  share.  That 
is,  the  rejection  of  National  Treatment  and  the  interpretation  of  the  reciprocity  and 
first  fixation  issues  results  in  U.S.  performers  and  producers  being  totally  shut  out 
of  their  share. 

There  is  no  certainty  that  America's  Berne  signatory  status  and  the  National 
Treatment  reouirements  of  the  convention  wiU  result  in  the  continued  collection  of 
the  author's  snare  by  American  authors.  There  is  increasing  popularity  in  Europe 
to  the  argument  that  the  scope  of  Berne's  National  Treatment  requirement  is  lim- 
ited to  those  rights  specifically  enumerated  in  Berne,  and  that  the  scope  of  Berne 
does  extend  to  new  rights.  The  argument  follows  that  as  blank  taping  and  rental 
are  "new  rights,"  there  is  no  requirement  that  a  Berne  signatory  provide  National 
Treatment  to  another  signatory  state's  authors.  Using  this  analysis,  Denmark,  a 
Berne  signatory,  denies  to  U.S.  authors  any  portion  of  the  authors  share.  It  is  this 
argument  that  the  International  Bureau  of  WIPO  refers  to  as  a  "transmission  and 
proliferation  of  the  cancer  of  denial  of  National  Treatment"  (BCP/CEIII/2-111  p.28- 
9,  paragraphs  98-9). 

There  are  two  additional  aspects  of  this  discussion  of  the  denial  of  National  Treat- 
ment that  must  be  considered. 

The  Anglo-American  and  European  systems  as  they  relate  to  the  rights  at  issue 
are  dissiimlar.  The  Europeans  have  chosen  to  create  statutory  rights  of  remunera- 
tion to  protect  their  creative  community,  while  the  U.S.  system  relies  on  the  collec- 
tive bargaining  system  and  individual  negotiations  in  which  the  power  of  the  Guilds 
and  artists  is  often  disproportionate  to  the  power  of  their  multi-bilUon  dollar  multi- 
national employers.®  There  are  advantages  and  disadvantages  to  both  systems,  the 
discussion  of  which  is  extensive  and  beyond  the  scope  of  my  testimony  on  National 
Treatment.  It  is  important,  however,  to  recognize  tnat  those  in  Europe  who  argue 
for  reciprocity  and  about  the  lack  of  rights  in  the  U.S.  for  the  creative  community 
have  paid  little  attention  to  our  collective  bargaining  agreements  and  residuals  sys- 
tem, which  provide  for  ongoing  payments  for  reuse  of  motion  picture  and  television 
product.  ^°  Residuals  are  paid  under  the  U.S.  collective  bargaining  agreements  re- 
gardless of  the  nationality  of  the  performer,  writer  or  director.  For  example,  there 
are  scores  of  actors,  directors,  and  writers  from  Europe  who  have  each  received  re- 
siduals in  excess  of  One  Hundred  Thousand  Dollars  ($100,000.00).  Their  cumulative 
residuals  in  the  last  five  years  exceed  the  amounts  collected  by  the  DGA  and  WGA 
for  all  of  their  members  from  the  levies  in  Europe.  The  Guilds  have  never  consid- 
ered denying  National  Treatment — in  effect  equal  treatment — to  the  foreign  mem- 
bers of  the  creative  community  who  work  under  our  agreements.  In  light  oi  the  U.S. 
Guilds'  practices  and  policies,  it  makes  little  sense  that  National  Treatment  is  then 
denied  to  the  American  creative  community. 

The  second  consideration  is  a  pragmatic  one.  Is  the  challenge  to  National  Treat- 
ment purely  a  matter  of  approach  to  copyright,  or  is  it  fundamentally  a  matter  of 
trade?  Given  the  world  leadership  and  market  share  of  U.S.  film  and  television 
product,  is  the  denial  of  National  Treatment  a  function  of  the  desire  of  other  nations 
to  develop  a  legal  rationale  for  declining  to  send  hundreds  of  millions  of  dollars  an- 
nually to  the  U.S.  and  instead  to  use  these  funds  for  the  subsidization  of  their  own 
film  industry  and  creative  community?  If  this  is  so,  can  these  problems  ever  be  re- 
solved in  a  WIPO  context,  or  must  they  be  resolved  in  GATT? 

Regardless  of  the  forum,  the  challenge  to  National  Treatment  as  the  norm  must 
be  stopped.  From  the  perspective  of  the  creative  community,  the  judgment  of  the 
Berne  wunders  in  favor  oi  National  Treatment  remains  sound  and  must  be  pro- 
tected and  expanded  for  directors,  writers,  performers  and  producers.  To  do  other- 
wise would  result  in  the  discouragement  of  creativity  and  the  erection  of  barriers 
in  the  form  of  borders  to  intellectual  property  to  the  disadvantage  of  the  U.S.  and 
world  economies. 


*  Generally,  the  European  l^al  concept  requiring  artists  to  receive  ongoing  equitable  remu- 
neration from  uses  of  their  work  is  one  we  applaud.  This  is  not  required  by  U.S.  law,  and  to 
the  extent  it  has  been  achieved  in  the  U.S.,  it  has  been  a  product  of  the  work  of  strong  Guilds 
and  Unions  and  the  frequent  sacrifices  of  their  members  to  obtain  these  protections. 

"•There  is  another  significant  distinction  between  the  U.S.  and  European  systems  that  greatly 
impacts  on  the  U.S.  creative  community.  The  statutory  approach  protects  rights  of  remuneration 
(residuals)  from  substantial  losses  as  a  result  of  a  bankruptcy  or  a  transfer  of  rights  without 
an  assumption  by  the  purchaser.  The  wave  of  over  two  dozen  entertainment  bankruptcies  in 
the  last  few  years,  and  the  increasing  trade  and  exchange  of  film  libraries  without  the  assump- 
tion of  residual  obhgations,  has  continued  to  put  these  important  rights  in  jeopardy.  To  that 
extent,  the  European  system  is  superior  from  the  view  of  the  U.S.  creative  community. 
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Mr.  Chairman  and  members  of  the  Subcommittee,  thank  you  for  the  opportunity 
to  appear  before  you  today  on  this  important  issue. 

Mr.  Hughes.  Mr.  Hadl. 

STATEMENT  OF  ROBERT  D.  HADL,  VICE  PRESffiENT  AND 
GENERAL  COUNSEL,  MCA  INC. 

Mr.  Hadl.  Thank  you,  Mr.  Chairman.  I  don't  have  a  prepared 
summary  of  my  statement. 

I  just  thought  I  would  spend  a  few  minutes  reviewing  with  you 
the  world  as  I  see  it  in  this  area  and  where  we  may  be  going  and 
what  we  might  be  able  to  accomplish. 

Mr.  Hughes.  That  would  be  helpful. 

Mr.  Hadl.  I  think  that  the  most  critical  thing  to  recognize  is  that 
the  subject  we  are  dealing  with  today,  national  treatment,  is  a 
piece  of  a  larger  picture. 

The  larger  picture  also  includes  quotas  in  Europe  and  subsidies 
which  are  distinct  from  and  distinguishable  from  the  kind  of  sub- 
sidy that  takes  place  here  when  money  attributable  to  U.S.  works 
is  kept  and  used,  for  example,  for  French  productions. 

Quotas  are  something  we  must  deal  with.  They  are  an  anathema 
to  us.  They  have  no  basis  in  policy  as  far  as  the  United  States  is 
concerned. 

And  obviously  if  we  have  quotas  and  we  can't  get  our  films  or 
television  programs  on  European  television,  then  we  are  not  even 
going  to  be  receiving  any  levies  because  nobody  is  going  to  be  able 
to  copy  your  film  or  your  television  program  if  it's  not  on  in  the 
first  place. 

The  subsidies  at  the  box  office,  the  subsidies  fi-om  the  monthly 
television  bills  are  all  part  of  the  piece. 

The  numbers  I  have  suggest  that  in  1992  they  totaled  over  $600 
million  in  the  European  Community  and  that  the  French  total 
alone  was  roughly  50  percent  of  that. 

National  treatment  is  another  piece  of  this.  It's  a  very  important 
piece  and  it's  another  way  in  which  American  product  is  discrimi- 
nated against  in  the  European  Community. 

Congressman  Herman  asked  about  the  French  levy.  Let's  see  if 
we  can  put  that  in  the  right  perspective. 

Last  year  in  France  alone  they  collected  roughly  $100  million 
fi'om  the  blank  tape  levy.  The  way  it  works  is  that  it  is  divided  first 
into  three  parts  between  the  authors,  the  producers,  and  the  per- 
formers. 

That  money  is  given  to  a  collecting  society  representing  each  of 
those  three  groups. 

Mr.  Howard  Berman.  Three  different  collecting  societies. 

Mr.  Hadl.  Three  different  collecting  societies.  Each  of  those  soci- 
eties is  mandated  by  the  law  to  deduct  25  percent  of  what  it  gets 
and  to  use  that  for  cultural  and  social  purposes. 

I  think  that's  an  important  distinction  because  it's  the  society  it- 
self which  uses  the  money.  It's  not  that  it's  taken  off  the  top  by  the 
Government. 

Second,  that  leaves  25  percent  when  you  take  off  the  cultural 
fund  for  each  of  the  groups. 
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The  French,  because  of  the  membership  of  the  United  States  in 
the  Berne  Convention,  recognize  that  the  author's  share  must  be 
shared  with  American  interest. 

However,  they  have  appHed  tests  to  the  producer's  share  and  the 
performer's  share  which  effectively  preclude  and  exclude  us  from 
any  participation  in  those  shares. 

The  two  tests  they  apply  are  one,  you  have  to  be  a  member  of 
some  international  convention  other  tnan  the  Berne  Convention  to 
get  one  of  those  shares. 

Or  you  must  first  fix  the  product,  the  American  work,  in  France 
to  be  eligible. 

We  can  deal  with  the  second  one  very  quickly.  How  many  Amer- 
ican films  are  first  fixed  in  France  or  television  programs?  The 
number  is  very  small.  So  that  is  clearly  an  attempt  to  discriminate. 

The  comparable  test  that  I  come  up  with  in  reverse  is  why  don't 
we  have  a  first  pressing  test  for  French  wine? 

And  why  don't  we  say  that  you  have  to  first  press  the  grapes  in 
the  United  States  before  you  can  distribute  the  wine  in  this  coun- 
try or  receive  compensation? 

To  me,  that  would  be  an  equivalent  to  what  they  are  doing  in 
terms  of  sajnng  you  have  to  have  a  first  fixation  of  American  work 
in  France  before  you  can  receive  royalties  under  the  blank  tape 
levy. 

The  other  test  about  joining  an  international  treaty  or  that  if  you 
are  a  member  of  another  treaty  they  recognize  clearly  doesn't  apply 
to  the  so-called  videogram  producer  because  there  is  no  other  inter- 
national treaty  in  their  view  which  mentions  the  videogram  pro- 
ducer. 

There  is  the  Rome  Convention  on  neighboring  rights.  But  they 
have  to  recognize  that  that  treaty  just  doesn't  mention  the 
videogram  producer. 

They  then  come  back  and  say  or  we  say  that  the  videogram  pro- 
ducer is  clearly  by  any  other  name  a  film  producer  and  he  is  cov- 
ered by  the  Berne  Convention. 

And  the  Berne  Convention  should  apply  and  therefore  we  should 
be  receiving  those  royalties. 

Regrettably,  the  Minister  of  Culture  in  France,  Jacque  Lang,  who 
was  in  office  up  until  the  recent  change  in  government,  when  pre- 
sented with  these  facts  rejected  that  claim  and  said  in  a  letter  to 
the  industry  after  official  claims  had  been  filed  in  France  to  receive 
this  money,  rejected  those  claims  and  said  sorry. 

There  is  no  international  convention  that  applies  to  videogram 
producers.  You're  out. 

And  of  course  because  we  are  not  members  of  the  Rome  Conven- 
tion, you  don't  get  the  performers  share  either. 

We  are  receiving  of  the  $25  million  which  does  apply,  approxi- 
mately 30  percent  of  that  share.  And  there  are  some  problems  with 
that. 

But  it  goes  to  show  what  we  would  be  receiving  if  we  were  also 
receiving  a  piece  of  the  producer's  share  and  the  performer's  share. 

Mr.  Howard  Berman.  If  I  could  just  interrupt.  Thirty  percent? 

Mr.  Hadl.  Of  the  $25  million.  So  we  are  getting  $7V2  million  out 
of  $100. 

Mr.  Howard  Berman.  And  that  is  going  to  the  authors? 
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Mr.  Hadl.  The  $7V2  million  goes  to  Americans.  Yes.  It  goes  to, 
quote,  authors  because  of  an  agreement  between  the  writers,  direc- 
tors and  American  producers.  We  have  agreed  on  a  sharing  of  those 
funds. 

But  American  interests  are  receiving  $7V2  million  of  the  $100 
million  that  was  collected. 

Mr.  Howard  Berman.  And  that  means  they  do  acknowledge  that 
collective  bargaining  arrangement. 

Mr.  Hadl.  No.  They  don  t  recognize  the  collective  bargaining  ar- 
rangement. They  recognize  that  American  interests  are  entitled  to 
30  percent  of  the  $25  million.  How  we  divide  the  money  is  our  busi- 
ness. 

Mr.  Hughes.  But  the  only  amount  that  we  receive  is  a  share  of 
that  first  fund  dealing  with  authors  which  amounts  to  $7V2  million 
out  of  $100  million. 

Mr.  Hadl.  That's  exactly  right.  And  you  would  have  to  say,  as 
I  have  indicated  in  my  testimony,  that  we  were  better  than  50  per- 
cent at  the  box  office  last  year  in  France  where  we  were  probably 
70  or  80  percent  in  the  home  video  market. 

We  were  very  substantial  in  television.  The  IV2  percent  is  obvi- 
ously inadequate  and  discriminatory  amount.  They're  keeping  a  lot 
of  that  other  money. 

The  same  is  true  in  other  countries  of  Europe.  And  as  Mr.  Roth 
just  said,  when  you  add  it  all  up  we  are  leavings  tens  of  millions 
of  dollars  on  the  table  every  year. 

What  can  we  do  about  it?  I  certainly  applaud  everything  I've 
heard  this  morning  from  the  U.S.  Trade  Representative's  Office. 

Their  desire  and  willingness  to  improve  the  Dunkel  text  and  see 
that  the  producer's  shares  and  the  performer's  shares  are  included 
in  any  final  agreement  we  might  have  I  think  is  the  best  solution 
we  might  have  in  the  near  term. 

I  certainly  also  want  to  commend  WIPO  for  its  activities  with  re- 
spect to  the  Berne  Protocol  and  the  new  instrument. 

Those  are  more  long-range  activities,  however.  I  think  they  are 
going  to  take  3  to  5  years  to  complete.  Whereas  if  fast  track  is  ap- 
proved, I  understand  the  date  is  December  15  and  that's  a  much 
more  near-term  solution  as  far  as  I'm  concerned,  and  one  which 
will  dramatically  affect  the  interests  of  U.S.  nationals  and  people 
who  are  U.S.  copyright  owners. 

That  in  effect  is  where  I  am  and  I  hope  the  U.S.  Government  and 
the  direction  it  will  move  on.  Thank  you  very  much. 

Mr.  Hughes.  Thank  you,  Mr.  Hadl. 

[The  prepared  statement  of  Mr.  Hadl  follows:] 

Prepared  Statement  of  Robert  D.  Hadl,  Vice  President  and  General 

Counsel,  MCA  Inc. 

Mr.  Chairman  and  members  of  the  Committee.  My  name  is  Robert  D.  Hadl  and 
I  am  Vice  President  and  General  Counsel  of  MCA  Inc.  MCA  is  a  diversified  enter- 
tainment company  with  interests  in  motion  pictures,  television,  music,  records, 
theme  parks,  cable  television,  theaters  and  other  related  entities. 

The  subject  of  today's  hearing  is  "national  treatment."  In  my  judgment,  national 
treatment  is  the  most  important  issue  facing  the  United  States  in  international 
copyright.  It  transcends  all  other  issues  and  must  be  resolved  favorably  by  U.S.  ne- 
gotiators if  the  copyright  industries  in  the  United  States  and  their  creative  constitu- 
encieB  are  to  prosper  and  grow. 
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I  want  to  commend  the  Chairman,  the  Subcommittee  and  its  stafT  for  calling  the 
series  of  hearings  on  the  Berne  Protocol  and  New  Instrument  of  which  this  hearing 
is  one  part.  They  provide  an  excellent  opportunity  to  examine  the  copyright  prac- 
tices of^our  trading  partners,  particularly  in  Europe.  I  hope  these  hearings  will  give 
the  Subcommittee  a  better  picture  of  the  international  copyright  landscape  «md  will 
illuminate  the  problems  confronting  the  creative  community  in  the  U.S. 

BACKGROUND 

National  treatment  is  the  bedrock  principle  of  international  copyright.  It  is  the 
basis  on  which  the  Berne  Convention  was  founded  in  1886  and  has  been  the  basis 
for  all  subsequent  conventions  concerning  copyrirfit  rights.  Simply  stated,  it  re- 
quires a  contracting  state  to  give  the  same  copyright  protection  to  foreign  nationals 
uiat  it  provides  to  its  own  nationals.  In  short,  U.S.  nationals  have  to  be  treated  as 
well  in  Berne  countries,  as  those  countries  treat  their  own  nationals. 

As  stated  in  Article  5(1)  of  the  Beme  Convention: 

Authors  shall  enjoy,  in  respect  of  works  for  which  they  are  protected 
under  this  Convention,  in  countries  of  the  Union  other  than  the  country  of 
origin,  the  rights  which  their  respective  laws  do  now  or  may  hereafter  grant 
to  their  nationals,  as  well  as  the  rights  specially  granted  by  this  Conven- 
tion. 

Thus,  under  the  Beme  Convention  all  authors  who  are  nationals  of  Beme  coun- 
tries have  two  guarantees.  First,  at  a  minimum,  they  must  enjoy  all  the  rights  "spe- 
cially granted  by  the  Convention" — i.e.  those  enumerated  in  its  text.  Second,  and 
over  and  above  the  minimum  guarantee,  "they  must  be  treated  in  all  Union  coun- 
tries at  least  as  well  as  national  authors,"  (M^souye,  "Guide  to  the  Beme  Conven- 
tion," pp.  32-33).  The  special  or  enumerated  rights  granted  by  the  Convention  are 
minimum  rights  only.  National  treatment  applies  to  all  additional  rights  in  effect 
in  a  country  when  it  either  joins  the  Convention  or  as  that  country  may  thereafter 
grant  to  its  nationals. 

An  excellent  example,  which  I  will  refer  to  later  in  my  testimony,  is  the  DART 
legislation  enacted  by  the  Congress  last  year.  When  the  United  States  adherence 
to  the  Beme  Convention  became  effective  in  1989,  no  U.S.  legislation  existed  pro- 
tecting music  composers  and  publishers,  recording  companies,  and  performers 
against  digital  audio  home  taping.  Consequently,  foreign  nationals  could  not  claim 
protection  in  the  U.S.  if  their  worics  were  copied  by  digital  home  recorders.  Now, 
however,  the  U.S.  has  added  a  new  right  to  its  copyright  law  and  foreign  authors, 
producers  of  phonograms  and  performers,  who  are  nationals  of  Beme  countries,  may 
claim  such  rights  in  the  U.S.  They  are  rights  which  the  U.S.  has  "hereafter 
grant[ed]  to  [its]  nationals"  and  consequently  extends  to  foreigners  on  the  basis  of 
national  treatment.  Many  other  countries  either  do  not  have  such  a  levy  system  or 
deny  U.S.  nationals  the  benefits  of  "national  treatment".  It  is  to  the  great  credit  of 
this  Subcommittee  and  the  Congress  that  they  did  not  discriminate  against  foreign 
nationals  in  adopting  the  DART  legislation. 

Under  the  Beme  Convention,  however,  the  rule  of  national  treatment  is  not  abso- 
lute. Over  the  years,  some  exceptions  to  the  general  rule  have  been  created.  These 
have  been  documented  by  WIPO  in  the  background  papers  for  the  meeting  of  ex- 
perts to  take  place  in  June,  in  Geneva.  They  concern  such  special  situations  as 
works  of  applied  art,  the  droit  de  suite,  and  provisions  known  as  "comparison  of 
terms"  and  "back-door"  Beme  protection.  These  exceptions,  which  are  limited  in 
scope  and  of  narrow  application,  simply  underscore  the  broad  nature  and  general 
applicability  of  the  national  treatment  rule. 

Notwithstanding  the  broad  acceptance  of  national  treatment  as  the  guiding  prin- 
ciple of  international  copyright,  it  nas  come  under  attack  in  recent  years.  Economic 
protectionism  is  rearing  its  ugly  head  in  some  countries  where  imports  of  copy- 
righted worics  are  far  exceeding  exports.  This  new  wave  of  protectionism  has  re- 
sulted in  an  abandonment  of  national  treatment  in  those  countries  where  payments 
to  U.S.  nationals,  under  newly  created  rights,  would  exceed  payments  to  their  own 
nationals.  States  have  adopted  reciprocity,  new  concepts  of  formalities  such  as  "first 
fixation,"  distinctions  based  on  neighboring  rights  versus  copyright,  cultural  fund 
deductions,  and  "quotas,"  all  designed  to  restrict  payments  to  U.S.  nationals.  These 
trends  are  dangerous  and  alarming.  National  treatment  must  be  preserved  as  the 
guiding  principle  of  international  copyright.  Formalities,  reciprocity,  quotas,  and 
other  contrivances  should  be  abandoned.  Otherwise  creation  will  be  stilled,  invest- 
ment will  be  jeopardized,  and  all  the  copyright  industries,  domestic  and  foreign,  will 
suffer. 
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DISCUSSION 

1.  The  French  Video  Levy 

I  believe  a  specific  example  would  be  useful  in  helping  the  committee  to  under- 
stand the  current  economic  importance  of  national  treatment.  In  particular,  the  cur- 
rent French  home  taping  law  is  instructive.  As  the  Subcommittee  may  be  aware, 
France  is  one  of  the  European  countries  that  has  been  adamant  in  its  opposition 
to  extending  national  treatment  to  all  beneficiaries  of  U.S.  works  and  is  a  leader 
in  the  opposition  to  an  expanded  copyright  text  in  the  pending  GATT  negotiations. 
Also,  the  French  private  copy  law  has  become  the  model  for  compEU-able  legislation 
which  is  either  pending  (e.g.  Belgium)  or  adopted  (e.g.  Spain,  Italy,  Denmark)  in 
other  EC  countries.  Its  provisions  have  also  appeared  in  tne  draft  EC  directive  al- 
legedly designed  to  harmonize  all  EC  private  copy  legislation. 

The  Frencn  law  on  home  taping  was  adopted  in  1985.  It  applies  to  both  audio  and 
video  and  imposes  a  royalty  on  the  sale  oi  blank  tape.  The  royalty  does  not  extend 
to  the  sale  of  audio  or  video  taping  machines  or  devices.  The  levy  is  collected 
through  an  organization  known  as  Copie  France  which  bargains  with  the  manufac- 
turers of  blank  tape  over  the  royalty  to  be  paid  under  the  law.  Copie  France,  in 
turn,  after,  negotiating  and  collecting  the  royalty,  divides  the  money  as  requirea  by 
the  statute. 

Under  the  French  law,  the  royalty  is  divided  one-third  for  authors,  one-third  for 
producers  of  videograms  and  one-third  for  performers.  In  addition,  each  group  must 
set  aside  25%  of  its  collections  for  social  and  cultural  purposes.  Thus,  in  1992,  when 
approximately  $100  million  was  collected  by  Copie  France  under  the  law  for  the  sale 
of  blank  video  tapes  (an  additional  $25  to  $30  million  was  collected  under  the  law 
for  the  sale  of  blank  audio  tapes),  each  group  (authors,  producers  of  videograms  and 
performers)  received  approximately  $33  million,  which,  after  the  deduction  for  social 
and  cultural  purposes,  left  $25  million  for  each  group  to  distribute. 

The  French  law  further  provides  that  foreign  nationals  who  might  be  beneficiaries 
of  the  rights  under  the  pnvate  copy  legislation  may  only  participate  in  the  royalty 
scheme  if  there  is  (1)  either  an  international  convention  in  force  between  France 
and  the  foreign  country  requiring  such  psirticipation,  or  (2)  the  work  to  which  the 
royalties  are  applicable  was  first  fixed  in  France. 

As  interpreted  by  the  French  Minister  of  Culture,  the  only  international  agree- 
ment between  the  U.S.  and  France  relevant  to  home  taping  is  the  Berne  Conven- 
tion. But,  as  further  interpreted  by  the  French  government,  the  Berne  Convention 
applies  only  to  "authoi^s"  rights.  It  does  not  apply  to  "producers  of  videograms"  or 
"performers"  who  the  French  regard  as  holding  "neighboring  rights"  (that  is,  rights 
other  than  "author's"  rights).  Neighboring  rights,  according  to  the  French  view,  are 
governed  by  the  Rome  (Jonvention  to  whicn  the  United  States  is  not  a  party. 

Accordingly,  as  applied  to  the  first  prong  of  the  French  law  applicable  to  foreign- 
ers, the  onfy  international  treaty  between  the  U.S.  and  France  is  the  Berne  Conven- 
tion and  the  Berne  Convention  only  applies  to  "authors."  Consequently,  only  the 
"author's"  share  of  the  levy,  is  eligible  for  distribution  to  U.S.  nationals.  In  the 
French  view,  the  shares  for  the  "videogram  producer"  and  performer  are  not  eligible 
for  distribution  to  U.S.  nationals  either  because  the  only  international  treaty  regard- 
ing "producers  of  videograms"  and  performers  is  the  Rome  Convention  and  the  U.S. 
is  not  a  party  to  the  Rome  Convention  or  because,  with  respect  to  a  "videogram  pro- 
ducer", tnere  is  no  governing  international  treaty  and  France  is  not  even  obligated 
to  grant  reciprocity,  much  less  national  treatment.  Thus,  the  "videogram  producer" 
and  performer  shares  are  not  available  for  distribution  to  U.S.  nationals. 

In  my  view,  the  so-called  "neighboring  rights"  analysis  applied  by  the  French  is 
seriously  flawed  and  a  thinly  disguised  attempt  to  discriminate  against  U.S.  produc- 
ers and  performers.  To  the  extent  the  argument  relies  on  non-U.S.  adherence  to  the 
Rome  Convention,  it  is  impossible  to  find  the  words  "videogram  producer"  men- 
tioned anywhere  in  the  Rome  Convention.  The  Rome  Convention  was  designed  to 
protect  three  categories  of  rights  owners:  performers,  broadcasting  organizations 
and  producers  of  phonograms.  The  only  producer  mentioned  in  the  Rome  Conven- 
tion 18  the  producer  of  phonograms.  FUm  or  "videogram  producers"  are  not  men- 
tioned or  discussed  in  the  Rome  Convention.  To  the  contrary,  film  producers  have 
always  had  their  rights  protected  under  Article  14bis  of  the  Berne  Convention.  So- 
called  'Sddeograms"  are  clearly  "cinematographic  works"  under  Berne.  Film  produc- 
ers are  either  authors  or  successors-in-interest  to  authors  under  Berne  with  respect 
to  cinematographic  worics  and  calling  them  "videogram  producers"  whose  rights  are 
governed  by  the  Rome  Convention  or  are  not  governed  by  any  convention  is  patently 
wrong  and  a  clear  subterfuge.  It  is  wrong  to  deny  them  protection  under  the  French 
video  levy  either  on  the  theory  they  are  nationals  of  a  state  not  party  to  the  Rome 
Convention  (when  that  convention,  by  its  own  terms,  does  not  apply  to  them)  or  on 
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the  theory  that  no  convention  at  all  applies.  Rather,  the  Berne  Convention  to  which 
the  U.S.  and  France  are  parties,  does  apply. 

Similsu'ly,  the  neighboring  rights  analysis  as  applied  to  the  performer's  share  does 
not  withstand  scrutiny.  Penormers  in  the  United  States  are  protected  under  federal 
and  state  laws  and  by  collective  bargaining  ap^ements.  U.S.  law  does  not  discrimi- 
nate against  foreign  performers  and  they  receive  the  same  rights  and  benefits  under 
U.S.  law  as  U.S.  nationals.  Indeed,  in  the  United  States,  performers  receive  protec- 
tions under  collective  bargaining  agreements  that  far  exceed  the  protections  granted 
by  the  Rome  Convention.  Thus,  denying  protection  to  U.S.  performers  because  the 
United  States  is  not  a  member  of  the  Rome  Convention  appears  as  a  deliberate  dis- 
crimination. 

The  second  prong  to  eligibility  under  the  French  law  is  also  designed  to  discrimi- 
nate against  U.S.  interests.  Under  the  second  prong,  nationals  of  foreign  countries, 
whether  called  "authors",  "producers",  or  "performers",  are  eligible  to  participate  in 
the  blank  tape  law,  if  their  works  are  first  fixed  in  France.  Obviously,  only  a  de 
minimis  number  of  American  films  are  first  fixed  in  France.  This  test  of  eligibility 
is  comparable  to  a  U.S.  requirement  that  all  grapes  pressed  for  wine  must  be  grown 
in  the  U.S.  before  wine  owners  can  be  compensated  in  the  U.S.  How  would  the 
French  wine  merchants  react  to  such  a  rule? 

Thus,  by  virtue  of  the  dual  tests  of  neighboring  rights  and  first  fixation,  the 
French  have  successfiilly  limited  the  U.S.  eligibility  to  share  in  the  video  levy  to  the 
author's  share  alone.  In  1992,  this  limited  U.S.  interests  to  $25  million  of  the  $100 
million  collected.  I  can  further  report  that  of  the  $25  million  eligible  for  distribution 
to  U.S.  nationals,  the  U.S.  portion  of  the  author's  share  was  approximately  30%  or 
$7.5  million.  In  effect,  U.S.  films,  which  last  year  received  more  than  50%  of  all  col- 
lections at  the  French  box  office,  an  even  higher  percentage  in  French  video  shops, 
and  were  a  dominant  force  on  French  television,  received  only  7.5%  of  the  French 
video  levy.  The  discrimination  is  obvious  and  apparent.  U.S.  film  producers,  writers, 
directors,  composers,  and  performers  are  not  receiving  a  fair  share  of  the  royalties. 

And  what  happens  to  the  amounts  not  made  available  to  U.S.  nationals?  These 
amounts  are  simply  redistributed  among  French  and  EC  producers  and  performers 
otherwise  eligible  to  participate  in  the  levy.  In  efTect,  these  EC  producers  and  per- 
formers receive  a  gigantic  windfall  and  are  paid  the  shares  justly  belonging  to  U.S. 
film  producers  and  performers  who  are  effectively  denied  national  treatment  under 
French  law  and  are  forced  to  involuntarily  subsidize  and  underwrite  European  pro- 
ductions and  nationals  out  of  their  own  pockets. 

And  there  is  ample  reason  to  conclude  that  French  law  is  only  the  beginning.  As 
I  will  note  in  a  moment,  American  eligibility  for  even  the  authors'  share  is  endan- 
gered. 

2.  The  EC  Directive 

In  an  effort  to  harmonize  the  different  laws  on  home  taping  in  Europe,  the  EC 
issued  a  proposed  directive  in  1992.  The  directive,  as  respects  foreign  works,  made 
clear  that  "national  treatment"  was  abandoned  as  a  concept  by  the  community.  In 
its  place  the  EC  substituted  "reciprocity."  Under  the  proposed  directive,  all  video 
levy  shares,  whether  author,  producer,  or  performer,  were  subject  to  reciprocity, 
(i.e. — Unless  a  country  outside  the  EC  grants  similar  protection  to  EC  nationals 
under  its  law,  nationals  of  that  country  are  not  protected  in  the  EC.) 

Reciprocity,  as  a  concept,  is  totally  at  odds  with  the  obligations  of  EC  states  mem- 
bers oi  the  Berne  Convention.  As  previously  indicated,  national  treatment  is  the  cor- 
nerstone of  the  Convention  and,  subject  to  certain  limited  exceptions,  the  rule  of  rec- 
iprocity simply  does  not  apply.  Further,  the  argument  that  private  copying  regimes 
are  not  covered  by  Berne  simply  because  they  protect  new  ri^ts  not  specifically  in- 
cluded in  the  Convention  cannot  withstand  scrutiny.  This  is  the  same  argument  on 
which  Denmark  has  determined  to  apply  the  principle  of  reciprocity  in  its  new  pri- 
vate copying  legislation  to  all  shares,  whether  author,  producer  or  performer.  Under 
this  analysis,  the  Berne  Convention  is  frozen.  Any  new  rights  designed  to  protect 
authors  against  new  technologies  are  beyond  its  scope. 

Protection  is  limited  to  only  those  rights  specifically  mentioned  in  the  text.  As  set 
forth  above,  this  result  is  completely  at  odds  with  the  text  of  the  Convention  which 
provides  that  states  must  grant  to  authors  rights  which  their  "respective  laws  do 
now  or  may  hereafter  grant  to  their  nationals,  as  well  as  the  rights  specially  granted 
by  this  Convention."  By  denying  protection  to  all  U.S.  rights,  Denmark  has  exposed 
the  reciprocity  approach  for  what  it  truly  is — pure  discrimination. 

In  an  attempt  to  cope  with  the  legal  inadequacy  of  reciprocity  as  a  valid  inter- 
national copjrright  rule,  the  EC  directive  suggests  that  member  states  of  the  EC 
might  avoia  their  Berne  obligations  if  third  party  states  "are  seen  [not]  to  respect 
international  conventions,"  (Article   11,  para.   1).  In  effect,  if  objective  reciprocity 
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were  illegal  under  international  copyright  conventions,  then  maybe  subjective  reci- 
procity could  be  substituted  in  its  place.  Obviously,  subjective  reciprocity  has  no 
greater  claim  to  validity  under  the  Convention  than  objective  reciprocity. 

Strictly  applied,  subjective  reciprocity  could  even  be  more  damaging  to  the  EC 
than  to  the  U.S.  If  the  same  subjective  reciprocity  rule  were  applied  by  the  U.S.  to 
works  of  EC  nationals,  then  the  U.S.  coula  potentially  withhold  performance,  dis- 
tribution or  reproduction  rights  against  any  EC  works  in  accordance  with  the  U.S. 
view  that  the  EC  was  not  respecting  the  rights  accorded  to  U.S.  nationals  under 
Berne.  While  such  potential  actions  could  become  a  trade  negotiator's  delight,  they 
are  totally  inconsistent  with  international  copyright  law  and  with  commercial  inter- 
ests of  rights  owners  on  both  sides  of  the  Atlantic.  Reciprocity,  whether  objective  or 
subjective,  must  be  abandoned. 

Further,  any  doubt  as  to  the  viability  of  reciprocity  as  a  concept  in  international 
copyright  law  was  removed  bv  Canada,  Mexico  and  the  United  States  in  the  recently 
concluded  North  American  Free  Trade  Agreement.  In  the  agreement,  a  strong  "na- 
tional treatment"  section  was  inserted  to  protect  all  copyright  interests.  It  provides 
that  "each  Party  shall  accord  to  the  nationals  of  the  other  Parties  treatment  no  less 
favorable  than  that  it  accords  to  its  own  nationals  with  regard  to  the  protection,  en- 
forcement and  exercise  of  all  intellectual  property  rights.  It  further  provides  that 
the  national  treatment  provisions  "shall  not  be  made  subject  to  compliance  with  any 
formalities  or  conditions  on  the  acquisition  of  rights,  in  respect  of  copyright  or  relat- 
ed rights."  Under  this  latter  clause,  as  under  the  Berne  Convention,  formalities  or 
conditions  respecting  the  assertion  of  rights  in  copyrighted  works  are  prohibited. 
Thus,  the  formality  of  first  domestic  fixation  previously  discussed  and  included  in 
the  French  private  copying  law — is  simply  illegal.  Formalities,  like  reciprocity,  are 
a  subterfuge  to  deny  foreign  interests  a  fair  share  of  copyright  royalties.  They  have 
been  rejected  under  NAP*Ia  and  should  be  rejected  by  EC  member  states. 

The  application  of  reciprocity  to  private  copying  levies  will  create  certain  dangers 
within  the  EC  itself.  If  limitations  are  imposed  on  the  nationals  entitled  to  partici- 
pate in  the  royalties  paid  by  the  manufacturers  of  machines  and  blank  tapes,  these 
same  manufacturers  may  question  the  level  of  payments  being  demandea  by  copy- 
right interests.  It  does  not  appear  fair  for  manufacturers  to  pay  tens  of  millions  of 
dollars  to  European  collecting  societies  who  are  allegedly  protecting  authors  from 
the  harm  resulting  from  home  taping  when  only  a  small  portion  of  the  world's  au- 
thors are  participating  in  the  distribution  of  the  funds.  A  legal  regime  that  awards 
French  film  prodiicers  tens  of  thousands  of  dollars  for  each  French  or  EC  film  alleg- 
edly available  for  home  copying,  and  awards  U.S.  film  producers  and  performers 
notiiing,  creates  a  disparity  which  must  be  recognized  in  due  course  and  corrected. 

This  draft  EC  private  copying  directive  was  not  adopted  in  1992.  A  qualified  ma- 
jority of  states  did  not  support  tne  text  and  new  "unofficial"  versions  of  the  directive 
are  circulating  within  the  EC.  Some  of  these  drafls  have  made  their  way  across  the 
Atlantic  and  the  most  recent  draft  is  even  more  alarming  that  the  text  tabled  by 
the  EC  last  year.  Instead  of  reciprocity,  the  new  text  adopts  the  second  prong  of 
the  French  model,  the  first  fixation  test,  as  the  basis  for  determining  eligibility  for 
all  foreign  producer  and  performer  shares  in  the  private  copy  levy.  In  effect,  if 
adopted,  this  test  could  deny  shares  to  all  U.S.  producers  (audio  or  video)  and  per- 
formers, even  if  reciprocal  lepslation  were  adopted  in  the  U.S.  Stated  differently, 
despite  enactment  of^the  DART  legislation  in  the  U.S.  in  1992,  and  the  extension 
of  protection  under  U.S.  copyright  law  to  authors,  producers  of  phonograms  and  per- 
formers, whether  domestic  or  foreign,  U.S.  producers  of  phonograms  and  U.S.  per- 
forming artists  would  be  denied  reciprocal  protection  in  all  EC  countries  under  the 
provisions  of  the  directive  applicable  to  the  audio  levy.  This  most  recent  proposal 
to  apply  a  first  fixation  test  to  certain  foreign  interests  under  the  directive,  not  onlv 
contravenes  the  national  treatment  rule,  but  is  a  giant  step  backward  into  the  dark 
ages  for  international  copyright.  The  U.S.  must  not  allow  these  principles  to  be  im- 
plemented in  any  international  or  EC  copyright  instrument. 

3.  WIPO 

WEPO  has  prepared  an  excellent  set  of  background  papers  for  the  Committee  of 
Experts  that  will  meet  in  June.  One  of  the  topics  on  the  agenda  for  the  June  meet- 
ing and  included  in  the  background  papers  is  national  treatment."  The  lengthy  dis- 
cussion in  the  legal  text  of  the  WBPO  papers  does  go  in  the  right  direction  by  expos- 
ing the  errors  and  dangers  of  retreating  from  or  artificially  evading  the  rule  of  na- 
tional treatment.  However,  it  does  not  address  all  the  issues  and  contrivances  posed 
by  the  French  model  or  draft  texts  issued  by  the  EC.  It  is  silent  with  respect  to 
whether  the  videogram  producer  is  a  producer  of  a  cinematographic  work  and  there- 
fore entitled  to  national  treatment  as  an  "author"  under  Article  14bis  of  the  Berne 
Convention.  It  is  silent  with  respect  to  proposals  concerning  whether  the  require- 
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ment  of  first  fixation  in  a  Berne  country  may  be  rightfully  imposed  as  a  test  for 
determining  eligibility  for  remuneration.  It  is  silent  with  respect  to  national  treat- 
ment for  performers  under  copyright  systems  that  do  not  treat  performers  as  having 
a  neighboring  right  but  grant  comparable  protection  under  copjrright  or  related  in- 
tellectual property  laws. 

Indeed,  the  only  express  WIPO  proposals  are  limited  to  proposals  concerning  the 
public  lending  right,  where  WIPO  recommends  a  new  and  fifth  exception  to  the  rule 
of  national  treatment,  and  a  proposal  recommending  a  limitation  on  the  abUity  of 
collecting  societies  to  withhola  any  portion  of  remuneration  due  foreign  authors  for 
national  purposes  without  the  authorization  of  such  foreign  authors  and  owners  of 
copyright.  I  will  not  comment  on  the  first  proposal  concerning  the  public  lending 
right.  As  to  the  proposal  concerning  collecting  societies,  I  would  only  note  that  it 
appears  limited  to  tnose  cases  where  collecting  societies  themselves  determine  to 
withhold  a  percentage  of  royalties  collected  for  specific  social  and  cultural  purposes 
and  does  not  apply  where  national  laws,  as  in  France,  specifically  require  collecting 
societies  to  make  such  deductions.  To  my  knowledge,  the  U.S.  Congress  has  never 
provided  that  a  portion  of  royalties  collected  by  any  copyright  owner,  whether  do- 
mestic or  foreign,  be  withheld  to  aid  a  domestic  social  or  cultural  purpose.  Appro- 
6 nations  for  the  National  Endowment  for  the  Arts,  the  National  Endowment  for  the 
[umanities,  the  Corporation  for  Public  Broadcasting,  and  other  cultural  organiza- 
tions are  made  from  general  tax  funds.  Further,  no  American  collecting  society,  to 
my  knowledge,  has  ever  imposed  a  separate  social  or  cultural  charge  on  any  of  its 
members  or  on  any  royalties  collected  in  the  U.S.  and  distributed  to  foreign  nation- 
als. 

The  policy  in  Europe  of  making  Americans  pay  a  portion  of  their  royalties  to  sub- 
sidize European  films,  theaters,  and  television  productions  should  be  questioned  and 
re-examined.  In  this  respect,  the  WEPO  proposals  do  not  go  far  enough.  They  should 
provide  that  national  treatment  precluaes  governments,  as  well  as  collecting  soci- 
eties, from  withholding  any  royalties  due  authors  or  copyright  owners  with  respect 
to  rights  covered  under  the  Berne  Convention. 

4.  GATT  and  the  Rome  Convention 

If  the  WEPO  proposals  are  not  adequate  to  correct  the  discrimination  against  U.S. 
authors,  producers,  and  performers  currently  occurring  in  the  marketplace,  what  are 
the  alternatives?  One  proposal  is  to  amend  the  WIPO  proposals  to  correct  their  defi- 
ciencies. WhUe  changes  in  the  WEPO  text  are  possible,  the  time  frame  would  un- 
doubtedly be  three  to  five  years.  It  is  also  unclear  whether  WIPO  could  ever  solve 
the  neighboring  rights  objections  of  the  Europeans  in  the  Berne  F*rotocol. 

Another  recommendation  is  for  the  U.S.  to  join  the  Rome  Convention.  Again,  it 
is  doubtful  whether  the  three  parties  in  the  U.S.  most  affected  by  the  Rome  Conven- 
tion, performers,  producers  of  phonograms  and  broadcasting  organizations,  could 
agree  on  U.S.  accession  to  the  Rome  Convention.  Major  substantive  changes  would 
be  required  before  these  groups  might  be  prepared  to  support  U.S.  membership. 
Further,  such  changes  are  apt  to  be  quite  controversial.  Even  assuming  a  revision 
to  the  Rome  Convention  could  ever  be  accomplished,  the  time  frame  is  at  least  three 
to  five  years. 

For  similar  reasons,  it  is  submitted  that  the  New  Instrument,  included  as  part 
of  the  package  with  the  Berne  Protocol,  and,  presently  restricted  to  rights  in  sound 
recordings,  is  not  a  proper  vehicle  for  resolving  all  national  treatment  issues.  At  the 
June  meeting  in  Geneva,  it  may  be  anticipated  that  demands  for  a  broadening  of 
its  subject  matter  will  occur.  It  may  be  anticipated  that  performers  and  broadcast- 
ing organizations  will  oppose  the  adoption  of  a  New  Instrument  at  the  international 
level  which  benefits  only  one  of  the  three  groups  covered  by  the  Rome  Convention 
and  excludes  the  other  two.  Of  course,  the  changes  in  subject  matter  that  these 
groups  would  require  will  themselves  be  controversial. 

What  remains  is  GATT.  The  Uruguay  Round,  now  scheduled  to  be  completed  by 
December  15  of  this  year  (assuming  extension  of  "fast-track"  authority)  provides 
probably  the  best  opportunity  in  the  near  future  to  resolve  the  national  treatment 
issues.  The  United  States  Trade  Representative  can  negotiate  with  the  EC  to  estab- 
lish clear  and  convincing  provisions  in  GATT  that  will  afford  national  treatment  to 
all  U.S.  interests  and  beneficiaries  of  remuneration  whether  authors,  producers,  or 
performers,  and  without  application  of  any  rules  of  reciprocity,  or  formalities  such 
as  first  fixation,  or  cultural  exclusions  and  deductions.  The  Dunkel  text  in  TRIPS 
on  copyright  does  not  presently  contain  a  provision  extending  national  treatment  to 
all  pertinent  interests  and  beneficiaries  of  rights.  It  is  limited  to  restating  and 
reaffirming  the  rules  of  national  treatment  currently  provided  under  the  Berne  and 
Rome  Conventions.  As  applied  by  France,  other  European  countries,  and  the  EC  it- 
self, these  rules  are  clearly  inadequate  and  are  being  manipulated  to  discriminate 
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.     .  TT  o   ■  t  «.»ta  ThP  GATT  coovricht  text  must  be  amended,  therefore,  to  pro- 
S'Cnf  rfu-^lSii^^iraP^ronTament  p^tectioo  to  the  U.S. 


CONCLUSION 


We  an.  at  a  critical  cn,ssn)ad  in  ^^^^^^I'^^l^^^^TC^^^^^ 
copyright  principle  °f  ^^^^X^^^^^jf  ^^^n^U  S  au^^^^^^  and  per- 

ments  and  in  proposals  by  ^^^^'^^^1'^^^       S.  copyright  community  needs  to 
formers  a  fair  share  of  copyright  "y^JJ^^f  I  ,^^f  ."rt^ation^^  national  treat- 

-tTaS f  Lil-eSlo't  -SSS  r ;:- .'t^ul-^in  fo^.  to  achieve  a  favo. 
Ible  resolution  for  aU  U5.  interests. 

M,  HiirHVS  The  eentleman  from  California,  Mr.  Moorhead. 

Mr    Moo™^L    Thank  you,  Mr.  Chairman.  It  seems  that  so 

of^  in^ese  neSO«a.io„s^ete  i^^f^:::'>^^rZreT.:rily 
rcitiLrof  te'uniLd^t^^^  ir^olher  Junt^ies  that  they  con- 
^'tw  mXii"  *e"™on;nhat  is  involved  here  that  they  are  not 

'"C  HADL.  I'm  not  so  sure  I  see  the  comparison.  Films  are  li- 
S\ryou  that^umbe.  I  >.st  don.    ^  w^^^^^^^^^^^^ 

Mr    Moorhead.  There  are  several  ways  tt^^^Jjf^^r^'^ears 

i-vpu-^jx^rit=r^^^^^^^^^ 

^T  taow  [h^perc  W  has  been  cut  back  dramatically  because 
of  a  r^ct  effort  bT  the'oovernment  to  use  a  larger  percentage  of 

^^tS^TJTrral^^ylo'mr^to  the  whole  Pa*ag«  -  b 
there  might  be  more  that  you  were  entitled  to  if  there  was 
'"^"r'^HADL.  My  response  I  think  would  be  that  we  believ^  in  open 
^Sht^ai^tr^cCe^^^SilJll^eXSr^fu^d  b^^ 
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And  if  they  are  the  most  popular  product  out  there  and  the  one 
which  attracts  the  largest  audience,  that's  what  free  trade  is  all 
about. 

Mr.  MOORHEAD.  I'm  sure  I  agree  with  you.  And  I'm  sure  all  of 
us  want  to  see  us  get  all  the  money  we  are  entitled  to  here. 

I'm  just  trying  to  figure  out  where  else  in  that  particular  area 
you  pinpointed  we  could  also  be  having  difficulties. 

You  pinpointed  France.  Is  the  situation  much  the  same  in  (Ger- 
many and  England  and  other  countries? 

Mr.  Hadl.  Yes,  it  is. 

Mr.  Roth.  I  think  that  it  is  important  for  the  committee  to  be 
aware  that  we  use  France  as  an  example  principally  because  the 
percentages  are  easier  to  communicate. 

But  in  Grermany  there  are  levies  on  rentals,  blank  video  and 
audio  cassettes,  and  on  the  machines  themselves.  And  the  numbers 
in  Germany  from  these  levies  exceed  the  French  levies  by  a  sub- 
stantial amount. 

And  the  situation  is  basically  the  same.  Producers  and  perform- 
ers are  denied  participation.  We  participate  in  the  author's  share 
because  of  the  German  recognition  of  their  Berne  obligations. 

In  Germany,  the  same  problems  imfold  for  other  shares  as  in 
France.  In  France  and  Germany  alone,  collections  annually  are 
over  $200  million  a  year. 

If  we  want  to  go  to  the  extreme,  we  can  talk  about  Denmark. 
They  take  the  position  that  these  rights  are  new  rights  not  pro- 
jected by  any  convention.  They  don't  allow  us  to  participate  in  any 
portion  of  their  collections. 

So  you  have  the  Danish  extreme  and  then  you  have  the  French 
and  German  examples.  This  is  a  growing  trend  throughout  Europe, 
and  the  problems  are  uniform,  the  extreme  is  Denmark. 

Mr.  MoORHEAD.  How  much  would  you  estimate  we  are  losing  all 
together  for  the  producers  and  directors  as  a  result  of  discrimina- 
tion in  all  the  countries  combined?  Do  you  have  an  estimate? 

Mr.  Roth.  It  would  be  a  guesstimate.  But  as  new  levies  come  on 
line,  we  don't  have  figures  for  the  Spanish  and  the  Italians  and  the 
Dutch  who  are  now  collecting. 

And  assuming  that  we  are  going  to  suffer  the  same  kind  of  treat- 
ment that  we've  gotten,  the  losses  that  we  are  suffering  exceed, 
based  on  1992  collections,  over  $100  million  annually. 

Mr.  MooRHEAD.  You  made  a  strong  case  about  now  departures 
from  the  principles  of  national  treatment  have  had  a  severe  impact 
on  our  U.S.  film  industry. 

Do  you  think  these  efforts  have  peaked  or  do  you  think  this  is 
going  to  get  worse  as  we  go  down  the  line  unless  something  dra- 
matically can  be  done. 

Mr.  Hadl.  I  think  it  is  definitely  going  to  get  worse.  I  think  that 
we  have  to  stop  it  now.  We  have  to  take  a  stand. 

We  have  to  take  a  position  and  we  have  to  let  them  know  that 
we  are  serious. 

Mr.  MoORHEAD.  Do  you  have  a  specific  solution  that  you  think 
we  have  a  real  opportunity  of  getting  adopted? 

Mr.  Hadl.  I  think  the  specific  solution  is  for  the  U.S.  Trade  Rep- 
resentative, before  the  Uruguay  Round  is  completed,  to  negotiate 
in  a  TRIPS  agreement  meaningful  and  substantive  national  treat- 
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ment  provision  which  goes  beyond  what's  in  there  now  which  will 
ensure  that  these  games  and  schemes  and  contrivances  which  the 
Europeans  have  adopted  are  not  legal,  valid  or  enforceable. 

Mr.  MooRHEAD.  I'm  sure  that  each  one  of  us  will  do  what  we  can 
to  back  the  Trade  Representative  to  this  end.  Thank  you. 

Mr.  Hughes.  Thank  you.  The  gentleman  from  California,  Mr. 
Herman. 

Mr.  Howard  Herman.  Dealing  with  these  three  areas,  producers, 
authors,  performers  rights  and  putting  aside  for  a  second  the  issue 
of  subsidies  and  quotas. 

Although  those  are  important  issues,  that  is  beyond  the  scope  of 
what  we  are  dealing  with  today. 

Mr.  Hadl.  Correct. 

Mr.  Howard  Herman.  Essentially  you  are  saying  that  as  to  pro- 
ducers, they're  lying  because  everybody  knows  that  Heme  covers 
audiovisual  productions.  Doesn't  it? 

Mr.  Hadl.  Correct.  Cinematographic  works.  Heme  clearly  applies 
to  a  cinematographic  work  which  from  the  way  I  see  it  is  clearly 
involved. 

Mr.  Howard  Herman.  I  guess  we're  dealing  without  HTU  royal- 
ties. Heme  deals  with  these  cinematographic  works.  They're  saying 
Berne  doesn't?  The  French? 

Mr.  Hadl.  They  are  saying  it  deals  with  cinematographic  works 
only  as  respect  to  authors. 

Mr.  Howard  Herman.  Not  as  respect  to  copyright  owners? 

Mr.  Hadl.  I  don't  agree  with  them.  Hut  they  take  the  view  that 
a  videogram  producer  is  something  else  or  somebody  else  and  he 
is  not  covered  by  Heme.  He  or  she  or  it  is  not  covered  by  Heme. 

Mr.  Roth.  To  the  extent  he  or  she  or  it  is  covered  by  something, 
their  view  is  that  they  are  covered  by  Rome. 

They  have  a  similar  view  with  respect  to  the  audiovisual  per- 
former. 

Mr.  Howard  Herman.  On  the  performer,  don't  they  have  a  better 
case? 

Mr.  Roth.  We  don't  think  so.  It  is  true  that  the  videogram  or 
audiovisual  producer  is  not  mentioned  in  Rome. 

In  studying  Rome  and  the  commentary  by  WIPO,  the  only  ref- 
erence whatsoever  to  the  audiovisual  performer  is  article  19  which 
provides  that  once  the  audiovisual  performer  agrees  to  the  fixation 
of  his  or  her  work,  all  of  their  rights  under  article  7  are  waived. 

Article  12,  which  involves  rights  of  remuneration  for  performers 
and  producers  does  not  relate  in  any  manner,  shape  or  form.  It 
does  not  reference  to  audiovisual. 

In  fact,  we  believe  that  if  one  wants  to  analyze  the  question  of 
performer's  treatment  and  whether  the  United  States  provides  reci- 
procity for  whatever  rights  are  granted  under  Rome  to  audiovisual 
performers,  the  answer  is,  the  United  States  does. 

We  protect  a  performer's  right  to  first  fixation  just  as  Rome  does. 
Rome  grants  nothing  else  for  audiovisual  performers  and  grants 
nothing  to  the  producer. 

The  argument  of  exclusion  of  audiovisual  based  upon 
nonparticipation  in  Rome  stretches  legal  imagination. 
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Mr.  Hadl.  It  might  be  helpful  to  read  to  you  the  first  sentence 
of  a  letter  from  Mr.  Valenti  from  Jack  Lang,  the  Minister  of  Cul- 
ture when  we  filed  our  claim. 

He  says,  "It  must  be  stressed  again  that  no  international  conven- 
tion deals  with  videograms  producers,  the  holders  in  certain  coun- 
tries, including  France,  of  neighboring  rights." 

So  in  the  French  view,  the  videogram  producer  is  not  part  of  the 
Berne  Convention. 

Mr.  Roth.  I  think  it's  also  important  to  emphasize  that  the  new 
instrument  for  the  protection  of  producers  and  performers  as  cur- 
rently drafted  does  not  include  audiovisual  producers  or  performers 
and  it  would  result  in  no  solution  whatsoever  to  the  problem  of  na- 
tional treatment. 

Audiovisual  inclusion  is  one  of  the  subjects  before  the  World  In- 
tellectual Property  Organization.  Without  its  adoption  we  would 
not  solve  this  problem. 

As  currently  drafted  we  would  still  have  this  loss  of  over  $100 
million  a  year. 

Mr.  Howard  Herman.  The  solution  here  is  for  the  Trade  Rep- 
resentative to  make  this  a  priority  in  GATT  to  deal  with  this  issue 
of  national  treatment  as  well  as  the  quotas  and  subsidies.  That's 
the  most  effective  short-term  solution. 

Mr.  Roth.  We  believe,  speaking  for  the  guilds,  in  a  two-track  ap- 
proach. I  think  that  the  producers  and  guilds  agree  that  the  more 
likely  rapid  resolution  of  this  problem  in  the  GATT  context. 

We  believe  that  both  tracks  need  to  go  forward  and  we  need  to 
press  national  treatment  in  both  forums. 

Mr.  Hadl.  I've  been  unable  to  understand  why  if  you  can't  get 
this  in  GATT,  you're  going  to  get  it  in  WIPO.  I  don't  see  where  you 
have  either  the  leverage  or  political  or  economic  muscle. 

If  you  lose  this  in  the  GATT,  why  the  countries  in  WIPO,  par- 
ticularly the  EC  which  has  a  very  strong  voice  in  WIPO  are  going 
to  turn  around  and  say  2  years  later  that  you  lost  it  in  GATT  and 
out  of  the  kindness  of  our  hearts  we're  going  to  change  the  Berne 
Convention. 

Mr.  Roth.  Just  to  add  one  thing.  Giving  our  European  friends 
the  benefit  of  the  doubt,  many  of  them  deny  that  this  is  a  trade 
issue. 

And  being  a  dreamer,  if  it  is  not  a  trade  issue  and  if  it  really 
is  an  issue  of  levels  of  protection  for  intellectual  property,  it  seems 
that  one  needs  to  press  them  on  that  issue  in  WIPO. 

Mr.  Howard  Berman.  But  principles  of  intellectual  property, 
how  does  that  distinguish  between  something  that  is  fixed  or  cre- 
ated by  somebody  who  happens  to  be  French  versus  American. 

Mr.  Roth.  The  World  Intellectual  Property  Organization  has 
taken,  with  the  limitations  I've  previously  mentioned,  a  fairly 
strong  position  on  national  treatment. 

This  view  is  broadly  supported.  I  think  generally  it  is  recognized 
that  throwing  up  trade  barriers  to  the  development  of  creativity  is 
not  in  anyone's  interest.  And  I  think  we  are  standing  on  very  high 
ground. 

Mr.  Howard  Berman.  But  everyone  has  conceded  that  it's  a 
trade  issue  and  they  have  conceded  intellectual  property  is  the  sub- 
ject for  this  round  of  negotiations. 
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Mr.  Roth.  I  think  their  concession  is  a  limited  one  from  the  Eu- 
ropean standpoint. 

Mr.  Howard  Berman.  So  now  we  know  what  we  want  the  Trade 
Representative  to  do.  What  do  we  want  us  to  do?  Congress.  What 
can  we  do  to  be  helpful  in  all  of  this?  Say  we  won't  vote  for  NAFTA 
unless  you  get  this  into  the  GATT? 

Mr.  Hadl.  You  got  it. 

Mr.  Howard  Berman.  They  may  not  agree  with  that  formula. 

Mr.  Hadl.  I  think  the  committee  is  to  be  commended  for  holding 
these  hearings  because  you  throw  a  certain  spotlight  on  the  sub- 
ject. You  ventilate  the  issue. 

And  I  think  that  gives  the  committee  and  its  members  and  staff 
an  opportunity  to  understand  these  problems  better  and  hopefully 
in  various  places  make  the  points  that  they  believe  are  correct  that 
we  are  trying  to  urge. 

Mr.  Roth.  And  to  add  to  what  Mr.  Hadl  has  said,  I  think  it  is 
important  that  the  committee  continue  to  explore  what  may  in  fact, 
as  the  chairman  has  said,  be  a  smokescreen. 

We  must  explore  the  possibility  that  comparable  U.S.  law  may  be 
needed  to  address  some  of  the  questions  of  reciprocity. 

Mr.  Howard  Berman.  In  other  words,  even  though  it  is — in  a 
way  it  is  specious  argument  because  it  isn't  like  they're  going  to 
do  so  well  if  we  apply  the  principle. 

In  other  words,  they  aren't  really  doing  it  to  help  their  nationals 
because  their  nationals  aren't  penetrating  our  markets  that  great- 
ly- 

But  since  they  keep  asserting  it,  take  that  one  off  the  table  in 

a  sense. 

Mr.  Roth.  If  the  question  had  been  asked  in  the  last  panel — 
maybe  it  was  and  I  missed  it. 

I  think  that  you  would  have  heard  that  this  is  an  argument  very 
consistently  made  in  the  Stockholm  Group  by  the  Europeans  that 
we  don't  have  reciprocal  statutes  and  therefore  we're  not  going  to 
get  reciprocal  treatment. 

Mr.  Howard  Berman.  I  think  it's  10,000  directors,  writers  and 
producers  in  the  streets  demonstrating.  That's  what  we  need.  Next 
to  French  farmers.  Thank  you. 

Mr.  Hughes.  Thank  you.  Let  me  ask  a  couple  of  questions.  I 
asked  Ira  Shapiro  whether  he  thought  royalties  would  flow  back  to 
our  country  if  we  enacted  laws  substantially  similar  to  those  in 
many  European  countries. 

I'd  like  to  ask  you  that  question  too.  But  let  me  ask  you  a  pre- 
liminary question.  Should  we  enact  laws  substantially  similar  to 
those  found  in  Europe?  And  if  not,  why  not? 

Mr.  Hadl.  I  think  you  are  raising  a  very  complicated  question. 
Let  me  try  to  give  an  easy  answer.  A  short  answer. 

As  Mr.  Roth  just  responded  to  Congressman  Berman,  there  are 
certainly  those  on  the  other  side  who  take  the  view  that  because 
we  don't  have  comparable  legislation  here  on  audiovisual  that 
that's  a  reason  for  applying  reciprocity. 

Of  course,  when  this  committee  enacted  the  DART  legislation 
last  year  it  did  not  discriminate  against  Europeans  or  anyone. 

That  applies  fully.  The  shares  you  divide  among  authors,  produc- 
ers and  performers  apply  to  foreigners  as  well  as  to  U.S.  nationals 
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so  that  if  a  work  of  an  EC  national  is  taped  by  digital  means  in 
this  country,  that  national  is  going  to  have  a  right  to  collect  under 
our  law. 

Nevertheless,  the  EC  has  come  with  its  unofficial  draft  that's  cir- 
culating and  has  this  first  fixation  requirement  in  it. 

So  that  even  if  we  grant  them  the  protection  here,  they  may  still 
figure  out  some  way  to  deny  us  the  protection  there. 

But  I  do  agree  with  Mr.  Roth.  If  we  want  to  look  at  that  we 
ought  to  do  it  because  it's  right  for  the  United  States. 

We  ought  to  do  it  because  a  blank  tape  copy  in  the  home  of 
audiovisual  works  as  the  committee  made  a  judgment  last  year  was 
harmful  for  audio. 

It's  also  harmful  for  audiovisual.  I  think  in  looking  at  that  the 
committee  might  decide  that  there  are  some  other  ways  in  dealing 
with  the  problem  apart  from  just  a  levy. 

There  are  copy  prevention  schemes  and  other  things  that  are 
coming  down  the  road  which. might  be  more  applicable  in  this  area 
than  just  a  levy  scheme. 

But  I  think  that  if  the  committee  wants  to  get  into  it,  it  should 
because  it's  hurtful  and  harmful  domestically.  And  copying  in  the 
home  ought  to  be  compensated. 

And  it's  something,  just  as  you  looked  at  from  the  DART  point 
of  view,  I  think  you  did  because  you  decided  it  was  of  national  in- 
terest in  this  country  to  do  that  and  therefore  you  did  it. 

Mr.  Hughes.  Digital  presented  a  unique  problem.  I  think  a  lot 
of  my  colleagues  on  this  committee  were  persuaded  with  the  argu- 
ment that  almost  perfect  digital  copies  are  particularly  pernicious. 

I'm  not  suggesting  that  we  should  change  our  law.  We're  always 
willing  to  look  at  new  technological  developments.  Changes  occur 
in  the  international  community,  and  we  should  try  to  adjust  to  a 
changing  world.  That's  not  the  problem. 

But  you've  answered  my  question  because  I  don't  think  changing 
our  law  is  going  to  really  address  the  problem.  These  are  just  de- 
vices that  are  being  used  to  deny  us  property  rights.  Pure  and  sim- 
ple. 

Let  me  ask  another  question  that  has  not  been  asked.  And  that 
deals  with  conflicts  of  law.  Is  there  any  consensus  on  how  conflicts 
of  law  should  work  in  copyright  law? 

For  instance,  let  me  give  you  a  couple  of  hypotheticals.  An  Amer- 
ican film  company  shoots  a  black  and  white  film  in  France  using 
American  actors  and  an  American  director. 

The  director  and  actors  execute  a  work-for-hire  agreement.  Later 
the  film  is  colorized  over  the  objections  of  the  director  and  actors. 

In  a  suit  in  France  for  violation  of  moral  rights,  whose  law  ap- 
plies? 

Let  me  give  you  a  second  one.  A  French  film  company  makes  a 
black  and  white  film  in  our  country  using  a  French  director  and 
French  actors.  No  work-for-hire  agreement  is  signed.  The  film  is 
later  colorized  over  the  objections  of  the  director  and  actors.  And 
there's  a  suit  in  our  country  for  violation  of  moral  rights.  Whose 
law  applies? 

Mr.  Hadl.  I  think  the  first  case  is  close  to  an  actual  case  al- 
though the  facts  are  a  little  different. 
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There  was  a  case  in  France,  I  believe  the  Houston  case,  where 
French  law  did  apply.  Your  facts  are  a  little  different  because  I 
think  you  said  the  film  was  made  in  France.  But  I  think  in  that 
case  the  film  was  made  here. 

Mr.  Hughes.  This  was  made  in  France  by  American  directors 
and  American  actors. 

Mr.  Hadl.  Right.  One  problem  with  the  question  is  that  you've 
asked  it  in  the  context  of  moral  rights  which  I  think  in  many  Euro- 
pean countries  has  particular  national  interests  of  such  high  stat- 
ure. 

Mr.  Hughes.  It's  almost  a  spiritual  right. 

Mr.  Hadl.  That's  right.  And  it  applies  regardless.  So  I  think  in 
answer  to  the  first  question,  French  law  is  going  to  apply  or  the 
moral  rights  law  in  France  is  going  to  apply. 

In  the  second  question  you  asked — I  would  have  to  hear  it  again. 

Mr.  Hughes.  A  French  director  and  French  actors  in  our  country 
produce  a  film.  No  work-for-hire  agreement.  The  film  is  colorized 
over  the  objections  of  the  director  and  actors  who  are  French. 
Whose  law  applies? 

Mr.  Hadl.  It's  colorized  in  this  country  and  it's  been  distributed 
in  this  country  and  they're  going  to  challenge  it.  I  think  American 
law  would  apply. 

Mr.  Hughes.  All  right.  Thank  you.  Mr.  Roth. 

Mr.  Roth.  Just  a  comment  on  Mr.  Hadl's  comment  about  the 
conflicts  of  law  issue.  I  can  say  that  as  to  the  first  question,  I  agree 
with  Mr.  Hadl.  The  first  hypothetical  that  French  law  should 
apply. 

As  to  the  second  hypothetical,  if  it  is  in  fact  a  French  film  done 
by  French  directors,  writers  and  actors,  I  would  have  to  have  more 
facts  for  the  hypothetical. 

I'm  not  sure  the  answer  is  as  clear  as  Mr.  Hadl  stated  on  the 
conflicts  issue  if  the  sole  thing  being  done  is  the  colorization  of  the 
work  in  the  United  States. 

Mr.  Hughes.  Let  me  just  take  it  a  little  further.  What  about  the 
Europeans'  almost  theological  view  that  only  an  individual  can  be 
an  author?  Doesn't  the  same  conflict  problem  arise? 

Mr.  Hadl.  This  is  often  raised.  We've  lived  for  many  years  with 
the  two  systems,  the  Anglo-American  system  and  the  European 
system. 

American  films  have  been  distributed  in  theaters  in  Europe. 
They  have  been  distributed  on  television  They  have  been  distrib- 
uted in  home  video  shops. 

And  the  so-called  theological  schism  between  the  two  kinds  of  ap- 
proaches hasn't  prevented  that.  We  have  been  and  we  are  a  domi- 
nant force  in  the  world  today  in  this  area. 

The  fact  that  there  is  this  sort  of  distinction  is  nevertheless  one 
which  people  have  lived  with  and  have  recognized  the  different  sys- 
tems. 

I  don't  know  why  we  can't  continue  to  recognize  the  two  systems 
and  go  about  our  business  the  way  we  have  for  more  than  50  years. 

Mr.  Hughes.  I  don't  want  to  dwell  on  it  because  it  really  is  al- 
most an  aside.  There  are  some  interesting  conflict  questions  raised 
and  that's  not  really  the  substance  of  this  particular  hearing. 
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Let  me  ask  you  a  final  question.  When  do  we  get  to  the  point, 
and  I  realize  there  is  some  consensus  that  it's  going  to  be  in  GATT, 
that  we  make  any  breakthroughs? 

Mr.  Hadl.  Yes,  I  do. 

Mr.  Hughes.  While  I  think  that  what  is  happening  at  WIPO  is 
excellent,  I  think  the  committee  on  experts  do  very  good  work,  and 
fi-ankly  it's  always  very  helpful  I  think  to  have  us  talk  about  basic 
principles  that  all  nations  should  agree  with. 

That's  the  beauty  of  WIPO  and  that's  important.  But  that's  not 
where  the  practical  consequences  of  present  practices  are  going  to 
be  dealt  with.  That  will  occur  in  GATT. 

When  do  we  get  to  the  point  where,  as  a  result  of  a  proliferation 
of  these  devices  that  are  used  that  deprive  us  rightfully  of  property, 
we  say  no  more? 

Mr.  Hadl.  You  raised  that  before  in  a  question  to  a  prior  wit- 
ness. I  think  we  get  to  the  point  of  what  we  do  if  we're  not  success- 
ful in  GATT  as  soon  as  we  realize  that.  And  that's  this  year  as  I 
see  the  timetable. 

And  we  will  have  to  come  back  I  think  to  the  committee  and  to 
others  and  say  we've  been  successful  or  unsuccessful  and  now  we've 
got  to  get  to  tne  point  about  what  do  we  do  about  it. 

Mr.  Hughes.  OK.  Thank  you  very  much.  You've  been  very,  very 
helpful.  We  appreciate  your  testimony  and  particularly  your  com- 
ing such  a  long  distance. 

Our  last  but  certainly  not  our  least  witness  today  is  Jay  Berman, 
president  of  the  Recording  Industry  Association  of  America. 

Jay  is  a  frequent  and  valued  witness  before  the  subcommittee. 
He's  no  stranger  and  we're  just  delighted  to  have  him  back  with 
us  once  again. 

Jay,  we  have  your  statement  and  without  objection  it  is  going  to 
be  made  a  part  of  the  record  in  full.  Because  we've  read  your  actual 
statement,  we'd  like  you,  as  always,  to  summarize  for  us  so  that 
we  can  get  right  to  questions. 

STATEMENT  OF  JASON  S.  BERMAN,  PRESmENT,  RECORDING 
INDUSTRY  ASSOCIATION  OF  AMERICA 

Mr.  Jason  Berman.  Thank  you,  Mr.  Chairman.  Mr.  Chairman, 
I  can  sympathize  with  the  previous  witnesses  who  spoke  about  the 
subtermges  used  to  avoid  national  treatment  obligations  under  the 
Berne  Convention. 

The  problem  for  U.S.  producers  of  sound  recordings  is  a  more  dif- 
ficult one.  We're  not  covered  by  Berne  to  begin  with.  So  our  prob- 
lems are  greater. 

And  for  that  reason,  national  treatment  rises  to  the  level  of  being 
the  most  important  issue  we  face.  And  why  is  it  that  these  two 
words  have  evoked  such  strong  reaction? 

One,  because  national  treatment  is  the  fundamental  link  be- 
tween the  legal  system  of  copyright  and  the  economics  of  trade. 

Resolving  the  scope  of  national  treatment  obligations  is  not  sim- 
ply about  whether  private  copying  levies  will  be  made  available  to 
U.S.  creators.  No. 

While  defining  national  treatment  obligations  is  part  copyright 
theology  and  part  economics,  it's  really  about  a  fundamental  prin- 
ciple that  is  necessary  to  link,  on  a  worldwide  basis,  copyright  sys- 
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terns,  systems  of  neighboring  rights  and  a  wide  variety  of  uniquely 
national  legislative  solutions  to  current  problems. 

In  this  struggle  which  extends  from  the  discussion  surrounding 
a  new  instrument  in  WIPO  to  the  intellectual  property  provisions 
of  the  Dunkel  GATT  text,  the  stark  dividing  line  between  the  Unit- 
ed States  and  the  EC  is  national  treatment  versus  reciprocity. 

An  examination  of  the  justifications  generally  proferred  for  the 
application  of  reciprocity  reveal  a  number  of  very  interesting 
things. 

The  first  is  that  such  arguments  are  grounded  in  policy;  not  law. 

There  is  little  or  no  public  or  even  private  discussion  about  how 
reciprocity  can  be  consistent  with  the  obligation  to  extend  national 
treatment  under  article  5  of  the  Berne  Convention  or  under  article 
2  of  the  Rome  Convention. 

Rather,  there  is  an  attempt  to  justify  the  practice  on  the  basis 
that  both  Berne  and  Rome  permit  certain  derogations  to  national 
treatment  and  that  the  right  in  question  or  the  beneficiary  in  ques- 
tion is  a  new  right  or  a  new  beneficiary  not  covered  by  these  exist- 
ing conventions. 

We  just  heard  the  unfortunate  circumstance  in  France,  the  cre- 
ation of  someone  known  as  the  videogram  producer. 

It  tells  us  how  creative  Jacque  Lang  really  is.  We're  going  to 
miss  him.  Of  course,  all  of  this  really  misses  the  point. 

Signatories  to  the  1971  text  of  the  Berne  Convention  expressly 
agreed  to  obligate  themselves  to  provide  nonnationals  with  the 
same  rights  enjoyed  by  their  own  nationals  under  existing  laws  or 
laws  hereafter  created  except  as  expressly  provided  otherwise. 

And  that  such  an  obligation  extends  to  rights,  and  I  quote,  "in 
every  production  in  the  literary,  scientific  and  artistic  domain, 
whatever  may  be  the  mode  or  form  of  its  expression." 

It  is  clear  therefore  that  the  concept  of  a  right  outside  the  scope 
of  the  convention  is  by  its  nature  a  contradiction  in  terms. 

The  second  interesting  point  about  the  policy  arguments  justify- 
ing the  application  of  reciprocity  on  the  basis  that  the  contemplated 
right  is  new  is  that  it  mischaracterizes  the  nature  both  of  the 
Berne  Convention  minima  as  well  as  proposed  legislation. 

Nothing  better  illustrates  this  than  the  debate  about  private 
copying  levies. 

As  technology  advanced  and  the  practical  ability  of  copyright 
owners  to  control  the  unauthorized  reproduction  of  their  works  be- 
came increasingly  jeopardized,  legislators  around  the  world  began 
to  consider  a  variety  of  means  to  restore  that  fundamental  right  to 
the  copyright  owner. 

Or  failing  that,  to  at  least  mitigate  the  economic  prejudice  of 
home  taping  to  the  copyright  owner. 

Two  things  emerged  from  this  experience.  First,  the  ability  to  col- 
lect such  a  levy  is  not  the  enjoyment  of  a  new  right.  But  rather, 
represents  a  reformulation  of  the  reproduction  right  itself 

Strictly  as  a  policy  matter,  and  without  regard  to  Berne  obliga- 
tions, it  is  incorrect  to  consider  a  levy  as  a  new  right. 

The  second  point  that  arises  from  this  is  that  it  is  inappropriate 
to  vest  a  share  of  the  levy  in  a  party  who  does  not  own  the  repro- 
duction right. 
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U.S.  record  companies  and  performers  are  generally  denied  ac- 
cess to  royalty  pools.  First,  with  respect  to  performance  rights 
under  the  express  provision  of  the  Rome  Convention  permitting  the 
application  of  reciprocity. 

And  second,  with  respect  to  private  copying  on  the  stated  basis 
that  it  is  in  fact  a  new  right  outside  the  scope  of  the  convention. 

We  must  reign  in  this  lawlessness  as  we  move  into  a  digital 
world.  Digital  transmission  cannot  go  the  way  of  levies  or  public 
performance  royalties. 

Let  no  one  make  a  mistake  about  it.  The  extent  to  which  a  coun- 
try is  prohibited  from  discriminating  against  the  works  of  nationals 
of  another  country  is  the  key,  indeed  the  most  fundamental  feature 
of  international  copyright  protection. 

The  absence  of  the  strict  application  of  a  rule  of  national  treat- 
ment operates  as  an  incentive  for  countries  to  diminish  exclusive 
convention-bound  rights  in  favor  of  sui  generis  legislation  and  then 
to  deny  payment  to  foreign  nationals. 

The  now-defunct  Australian  blank  tape  levy  illustrates  this  bet- 
ter than  anything. 

In  lieu  of  creating  an  exclusive  rental  right  that  would  have 
given  all  sound  recording  copyright  owners  the  ability  to  control 
the  distribution  of  their  works,  the  Australians  created  a  blank 
tape  levy  in  the  mistaken  belief  it  would  compensate  companies  for 
the  loss  due  to  unauthorized  copying. 

Thereafter,  citing  the  absence  of  a  convention  obligation  in  re- 
spect to  such  a  levy,  they  denied  access  to  the  potential  revenue 
pool  for  nationals  of  countries  that  did  not  have  a  levy  system. 

While  completely  ignoring  the  fact  that  these  are  two  distinct  is- 
sues, rental  and  home  taping,  the  Australians  nevertheless  saw  an 
opportunity  to  invoke  the  discriminatory  principle  of  reciprocity. 

The  application  of  reciprocity  results  in  a  worldwide  system 
based  on  the  lowest  common  denominator.  Each  country  subjecting 
the  rights  of  foreign  creators  to  the  most  minimal  protection  af- 
forded in  either  the  territory  of  production  or  distribution. 

Legislators  around  the  globe  are  grappling  with  findings  solu- 
tions to  the  dangers  posed  to  copyright  by  developments  in  tech- 
nology. 

Solutions,  at  least  initially,  are  likely  to  diverge  widely  until  we 
arrive  at  some  kind  of  consensus  on  the  appropriateness  of  various 
legal  and  technological  needs. 

During  this  evolutionary  period  it  is  unthinkable  that  countries 
should  be  free  to  openly  discriminate  against  foreign  nationals. 

Particularly  bearing  in  mind  that  these  sui  generis  legal  and 
technological  provisions  are  designed  ultimately  to  maintain  the 
value  of  convention  based  rights. 

And  that  is,  reproduction  and  communication  to  the  public. 
Thank  you,  Mr.  Chairman. 

Mr.  Hughes.  Thank  you.  Jay.  Your  statement  gives  essentially 
three  reasons  behind  what  you  describe  as  a  struggle  between  the 
United  States  and  the  EC. 

[The  prepared  statement  of  Mr.  Jason  Berman  follows:] 
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Prepared  Statement  of  Jason  S.  Berman,  President,  Recording  Industry 

Association  of  America,  Inc. 

Mr.  Chairman  and  members  of  the  subcommittee,  my  name  is  Jason  S.  Berman, 
and  I  am  the  President  of  the  Recording  Industry  Association  of  America.  RIAA  is 
the  trade  organization  representing  the  interests  of  American  record  companies.  Our 
members  create,  manufacture  ana  distribute  over  95  percent  of  the  prerecorded 
music  sold  in  the  United  States  and  60  percent  of  all  sound  recordings  created 
worldwide. 

National  treatment.  What  is  in  these  two  words  that  has  caused  so  much  con- 
troversy over  the  past  few  years  and  has  driven  government  negotiators  on  both 
sides  of  the  Atlantic  to  distraction?  Ambassador  Kantor  told  me  last  week  that  he 
goes  to  sleep  thinking  about  national  treatment  and  wakes  up  with  reciprocity  on 
his  mind — or  is  it  the  other  way  around?  Jean-Francois  Verstrynge,  the  principal 
architect  of  the  EC's  copyri^t  agenda  is  so  taken  with  the  subject  that  he  continues 
to  lecture  on  it  even  though  his  portfolio  no  longer  contains  copyright.  Neil 
Turkewitz  of  my  staff  has  yet  to  give  me  a  memorandum  on  the  subject  shorter  than 
five  pages.  Periiaps  oddest  of  aU,  everyone  in  the  United  States  agrees  on  the  point, 
whetner  studio  or  union,  publisher  or  producer.  Finally,  when  is  the  last  time  that 
any  of  us  can  recall  W.I.P.O.  designating  a  practice  of  major  European  countries  as 
a  "cancer"? 

My  own  view  on  why  these  two  words  have  evoked  such  strong  reactions  is  that 
national  treatment  is  the  fundamental  link  between  the  legal  system  of  copyright 
and  the  economics  of  trade.  Resolving  the  scope  of  national  treatment  obligations 
is  not  about  whether  private  copying  levies  will  be  made  available  to  U.S.  creators. 
No,  defining  national  treatment  obligations  is  part  copyri^t  theology  and  part  eco- 
nomics. 

The  struggle  between  the  U.S.  and  the  EC,  the  main  combatants  on  this  issue, 
centers  on  two  fundamental  concerns:  Whether  the  EC  can  effectively  prevent  the 
flow  of  monev  to  non-European  cultural  invaders  (you  may  understand  this  to  refer 
to  us);  as  well  as  who  will  shape  the  future  of  copyright  around  the  globe — the  Unit- 
ed States  by  virtue  of  its  economic  strength  and  bilateral  negotiating  ability,  or  the 
EC  by  virtue  of  the  fact  that  the  U.S.  has  more  at  stake  and  can  thus  be  held  hos- 
tage more  easily.  The  United  States  has  an  unassailable  legal  position — witness  the 
unwaivering  support  of  W.I.P.O.,  but  Europe,  other  than  the  UK  recording  industry, 
has  little  to  lose,  at  least  if  we  are  confining  this  discussion  to  copyright. 

How,  you  may  ask,  can  the  European  Commission  be  plotting  a  course  so  at  odds 
with  existing  international  obligations.  Furthermore,  how  could  it  have  so  many 
supporters  around  the  globe — including  the  legendarily  balanced  and  fair  Nordics? 
The  reason  they  can,  otner  than  that  by  doing  so  they  reach  a  favorable  economic 
result,  is  that  they  believe  that  their  goal,  if  not  their  means,  is  just.  God,  it  would 
seem,  is  on  their  side.  This  is  always  an  advantage. 

Most  European  copyright  practitioners  and  policy  makers  genuinely  feel  that  the 
utilitarian  approach  to  copyright  protection  in  the  U.S.  is  ill  advised  and  fails  to  rec- 
ognize the  essential  individual  and  human  characteristics  of  this  property  right. 
That  which  is  part  of  the  soul  carmot  logically  belong,  at  least  in  the  first  instance, 
to  the  employer  or  corporate  author.  I  need  not  recite  the  moral  rights  debate  that 
these  two  views  have  given  rise  to.  The  Commission's  use  of  reciprocity  provides  a 
means  for  accomplishing  what  the  Europeans  have  long  sought  to  do — to  export 
their  ideas  on  copyright,  even  if  they  are  not  exporting  copyrighted  works.  Theology 
justifies  the  means,  or  at  least  provides  ajustification  for  it. 

The  main  part  of  my  testimony,  Mr.  CJnairman,  will  be  devoted  to  exploring  the 
legal  and  conceptual  inadequacies  in  the  EC  position  on  national  treatment  as  well 
as  the  ways  in  which  this  affects  or  may  affect  the  U.S.  recording  industry  other 
than  in  regard  to  private  copying  levies.  Before  that,  however,  I  want  to  briefly  dis- 
cuss another  important  political  and  symbolic  issue  that  has  a  bearing  on  the  devel- 
opment of  the  EC  position  on  national  treatment.  That  is  culture.  The  member 
states  of  the  Community  and  the  Communitv  itself  are  faced  with  the  problem  that 
left  to  their  own  devices  and  the  operation  oi  a  free  and  open  marketplace,  too  many 
of  their  citizens  would  prefer  to  listen  to  American  music  and  watch  American  films 
and  television.  As  everyone  is  aware,  the  Europeans  have  been  struggling  with  find- 
ing a  way  to  promote  focal  cultural  production — and  are  pursuing  twin  programs  of 
limiting  our  access  through  quotas  and  directly  subsidizing  local  productions. 

It  is  not  my  intention  to  address  the  fairness  of  these  cultural  initiatives  (though 
I  would  add  parenthetically  that  in  my  own  judgment  the  first  is  unacceptable  in 
a  world  properly  characterized  as  a  global  village,  and  the  second  seems  both  justi- 
fied and  appropriate),  but  rather  to  merely  point  out  that  an  approach  to  national 
treatment  that  had  the  effect  of  limiting  the  profitability  of  U.S.  companies  operat- 
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ing  in  Europe  would  also  satisfy  European  cultural  policy  objectives.  That  such  an 
approach  can,  and  does,  also  produce  funds  to  subsidize  local  productions  is  yet  an- 
other bonus. 

An  extunination  of  the  justifications  generally  preferred  for  the  application  of  reci- 
procity reveals  a  number  of  interesting  things.  The  first  is  that  such  ar^ments  are 
grounded  in  policy  and  not  law.  There  is  little  or  no  public,  or  private  for  that  mat- 
ter, discussion  about  how  reciprocity  can  be  consistent  with  the  obligation  to  extend 
national  treatment  under  Art.  5  of'^the  Berne  Convention,  or  even  under  Art.  2  of 
the  Rome  Convention.  Rather,  there  is  an  attempt  to  justify  the  practice  on  the 
basis  that  both  Berne  and  Rome  do  permit  certam  derogations  to  national  treat- 
ment, and  that  the  ri^ht  or  beneficiary  in  question  is  a  new  right  or  beneficiary  not 
covered  by  these  existing  conventions. 

Of  course,  this  completely  misses  the  point.  Signatories  to  the  1971  text  of  the 
Berne  Convention  expressly  agreed  to  obligate  themselves  to  provide  non-nationals 
with  the  same  rights  enjoyed  by  their  own  nationals  under  existing  laws  or  laws 
hereafter  created  except  as  expressly  provided  otherwise,  and  that  sucn  an  obligation 
extended  to  rights  in  every  production  in  the  literary,  scientific  and  artistic  domain, 
whatever  may  be  the  mode  or  form  of  its  expression."  as  such,  it  is  manifestly  clear 
that  the  concept  of  a  right  outside  the  scope  of  the  convention  is  contradictory  in 
its  formulation. 

The  second  interesting  point  is  related  to  the  first,  and  that  is  that  the  policy  ar- 
guments justifying  the  application  of  reciprocity  on  the  basis  that  the  contemplated 
right  is  "new"  in  some  way  universally  mischaracterize  the  nature  both  of  the  Berne 
Convention  minima  as  well  as  the  proposed  legislation.  Nothing  better  characterizes 
this  than  the  debate  about  private  copying  levies.  As  technology  advanced  and  the 
practical  ability  of  copjrright  owners  to  control  the  unauthorized  reproduction  of 
their  works  became  increasingly  jeopardized,  legislators  around  the  world  began  to 
consider  a  variety  of  means  to  restore  that  fundamental  right  to  the  copyright  owner 
or,  failing  the  ability  to  do  that,  at  least  to  mitigate  the  prejudice  to  the  copyright 
owner. 

Two  things  emerge  from  this  recent  experience.  First,  the  ability  to  collect  such 
a  levy  is  not  the  enjoyment  of  a  new  right,  but  rather  represents  a  reformulation 
of,  or  a  limitation  on,  the  reproduction  right.  Strictly  as  a  policy  matter,  and  without 
regard  to  Berne  obligations,  it  is  simply  incorrect  to  consider  a  levy  as  a  new  right. 
The  second  point  arising  from  this  is  that  it  is  inappropriate  to  vest  a  share  of  the 
levy  in  a  party  who  does  not  own  the  reproduction  right.  Such  a  vesting  of  rights 
constitutes  a  form  of  taking.  While  this  may  be  acceptable  on  a  domestic  level,  the 
fact  that  one  of  the  beneficiaries  may  be  outside  the  scope  of  convention  obligations 
cannot  justifiably  be  used  to  defeat  tne  obligation  to  extend  national  treatment  that 
flows  to  the  owner  of  the  reproduction  right. 

As  digital  technology  changes  both  the  way  that  works  are  created  and  how  they 
are  disseminated  and  used,  it  is  critical  that  we  eliminate  the  ability  to  avoid  na- 
tional treatment  obligations  through  the  gerrymandering  of  copyright  systems  to 
vest  important  economic  rights  in  individuals  other  than  the  owner  of  the  work  that 
is  being  exploited.  Storage  in  databases  and  digital  delivery  will  greatly  expand  the 
opportunities  to  rig  systems  in  such  a  manner.  Rights  wUl  increasingly  be  adminis- 
tered collectively,  ana  this  will  give  governments  more  of  an  opportunity  to  impact 
commercial  relationships  and  to  give  expression  to  government  policy  decisions. 
Where  a  record  company  is  selling  finished  goods  embodying  the  intellectual  prop- 
erty that  it  has  created,  the  government  has  few  means  to  deny  national  treatment 
or  direct  the  flow  of  money.  When  record  companies  deliver  their  property  electroni- 
cally by  means  of  a  third  party,  the  government  has  both  the  means  and  the  motive 
to  direct  revenue  distribution  in  a  manner  that  suits  its  cultural,  political  and  eco- 
nomic objectives,  with  history  as  our  guide,  we  can  foretell  that  this  would  be  ruin- 
ous. 

U.S.  record  companies  and  performers  are  generally  denied  access  to  royalty 
pools — with  respect  to  performance  rights  under  the  express  provision  of  the  Rome 
Convention  permitting  the  application  of  reciprocity,  and  with  respect  to  private 
copying  on  tne  stated  basis  tnat  it  is  a  "new"  right  outside  the  scope  of  the  Rome 
Convention.  We  must  reign  in  this  lawlessness  (I  do  not  speak  here  of  reciprocity 
with  respect  to  public  performance  which  is  bad  policy  but  expressly  condoned)  as 
we  move  into  a  digital  world.  Digital  transmission  cannot  go  the  way  of  levies  or 
public  performance  royalties. 

Let  no  one  make  any  mistake  about  it.  The  extent  to  which  a  country  is  prohib- 
ited from  discriminating  against  the  works  of  nationals  of  another  country  is  a  key, 
indeed  the  most  fundamental,  feature  of  international  copyright  protection.  The  ab- 
sence of  the  strict  application  of  a  rule  of  national  treatment  operates  as  an  incen- 
tive for  countries  to  diminish  exclusive  convention-bound  rights  in  favor  of  sui  ge- 
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neris  legislation,  and  then  to  deny  payment  to  foreign  nationals.  The  now-discarded 
Australian  blank  tape  levy  illustrates  this  problem  very  well.  In  lieu  of  creating  an 
exclusive  rental  right  that  would  have  given  £ill  sound  recording  copyright  owners 
the  ability  to  control  the  distribution  of  their  worics,  the  Australians  created  a  blank 
tape  levy  in  the  mistaken  belief  it  would  compensate  companies  for  losses  due  to 
unauthorised  copying.  Thereafter,  citing  the  absence  of  convention  obligations  in  re- 
spect of  a  levy,  they  denied  access  to  the  revenue  pool  for  nationals  for  countries 
that  did  not  have  a  levy  system.  While  completely  ignoring  the  fact  that  these  are 
two  distinct  issues,  the  Australians,  nevertheless,  saw  an  opportunity  to  invoke  the 
discriminatory  principle  reciprocity. 

The  application  of  reciprocity  results  in  a  worldwide  system  based  on  the  lowest 
common  denominator — each  countiy  subjecting  the  rights  of  foreign  creators  to  the 
most  minimal  protection  afforded  in  either  the  territory  of  production  or  distribu- 
tion. Legislators  around  the  globe  are  grappling  with  finding  solutions  to  the  dan- 
gers posed  to  copyright  by  developments  in  technology.  Solutions,  at  least  initial 
ones,  are  likely  to  diverge  widely  until  we  arrive  at  some  kind  of  consensus  on  the 
appropriateness  of  various  legal  and  technological  approaches:  During  this  evolu- 
tionary period,  it  is  unthinkable  that  countries  should  be  free  to  openly  discriminate 
against  foreign  nationals — particularly  bearing  in  mind  that  these  sui  generis  legal 
and  technological  provisions  are  designed  to  ultimately  maintain  the  value  of  con- 
vention-bound rights — that  is  reproduction  and  communication  to  the  public. 

Finally,  we  need  to  close  the  gaps  in  the  international  framework  that  have  per- 
mitted foreign  countries  to  deny  protection  to  U.S.  performers.  Our  foreign  detrac- 
tors, in  justifying  their  discriminatory  practices,  continually  cite  the  absence  of  stat- 
utory performer's  rights  in  the  United  States  and  the  supposed  "failure"  of  the  U.S. 
to  adhere  to  the  Rome  Convention.  The  only  thing  that  the  United  States  has 
"failed"  to  adhere  to  is  the  idea  that  it  should  downgrade  its  level  of  protection  of 
the  creators  of  sound  recordings  to  neighboring  rights. 

Performers  are  generally  joint  authors  of  a  sound  recording,  and  copyright  owner- 
ship is  determined  by  the  creative  parties.  It  is  the  operation  of  a  copyright  system 
in  the  broad  sense  that  creates  optimum  conditions  for  the  protection  of  producers 
and  performers  alike.  Ensuring  the  adequate  protection  of  the  final  work  allows  the 
creative  parties  to  determine  relative  risk,  investment  and  remuneration  among 
themselves  on  the  basis  of  market  forces,  unencumbered  by  the  unnatural  and 
forced  relationships  that  characterize  systems  that  allocate  immutable  ownership  in- 
terests. 

The  United  States  must  make  it  clear  that  it  vigorously  supports  the  grant  of 
freely  alienable  and  transferable  exclusive  rights  to  all  creators  of  sound  recordings, 
which  by  definition  includes  performers.  An  agreement  forged  on  this  basis  will 
greatly  serve  the  interests  of  the  U.S.  music  community,  and  will  operate  to  finally 
close  the  gap  in  international  relations  that  has  permitted  foreign  countries  to  open- 
ly discriminate  against  U.S.  record  companies  and  performers  under  the  cover  of 
interiiational  norms  and  reciprocity. 

Mr.  Hughes.  As  a  believer  in  the  separation  of  church  and  state, 
I  won't  address  the  theological  reasons  that  you  gave,  but  instead 
I  will  focus  on  the  other  two. 

One,  the  European  desire  to  repel  the  American  cultural  invad- 
ers. And  two,  the  European  desire  to  keep  money  on  the  other  side 
of  the  Atlantic.  They  are  interrelated  obviously. 

My  question  is  this.  How  can  mere  changes  in  international  and 
domestic  law,  intellectual  property  law,  impact  on  that  struggle 
given  the  fact  that  these  are  not  intellectual  property  reasons? 

Mr.  Jason  Berman.  Mr.  Chairman,  you  have  set  out  the  fun- 
damental crux  of  the  issue. 

However,  I  don't  want  that  formulation  to  distract  you  from  the 
task  that  this  committee  should  be  undertaking  to  remedy  some 
gaps  in  the  current  U.S.  copyright  law,  mainly  the  provision  for  a 
performance  right  in  a  sound  recording. 

Mr.  Hughes.  Oh  no.  Where  there's  life,  there's  hope. 

Mr.  Jason  Berman.  Thank  you  very  much.  So  I'll  go  on  to  an- 
swer your  question  in  a  large  vein  having  been  satisfied  on  that. 
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I  think  it  goes  to  the  point  that  actually  was  raised  by  Mr.  Hadl. 
And  that  is,  to  the  extent  that  these  are  in  fact  issues  that  divide 
us  based  on  money. 

They  are  economic  driven  and  all  of  the  legal  framework  that  is 
created  around  these  needs  to  be  taken  away  and  we  need  to  get 
down  to  the  fundamental  issue. 

I,  too,  believe  that  the  resolution  of  this,  if  it  is  to  come,  would 
therefore  be  more  appropriately  found  in  the  GATT  than  in  the  ex- 
ercise being  undertaken  under  WIPO,  though  that  is  an  important 
adjunct  to  this  process. 

What  troubles  me  about  that  prospect,  Mr.  Chairman,  and 
should  trouble  this  subcommittee  is  the  fact  that  the  context  is  so 
inadequate  in  regard  to  the  application  of  the  principle  of  national 
treatment  that  it  represents  not  the  status  quo,  but  in  fact  a  step 
backward. 

I'll  speak  in  this  regard  particularly  for  U.S.  producers  of  sound 
recordings. 

Dunkel  text  is  so  inadequate  that  you  could  drive  a  truck 
through  it  in  regard  to  the  principle  of  national  treatment  as  it  ap- 
plies to  producers  and  performers  of  sound  recordings. 

It  says  in  respect  of  performers,  producers  of  phonograms  and 
broadcasters  this  obligation — referring  to  national  treatment — only 
applies  in  respect  of  the  rights  provided  under  this  agreement. 

It  then  goes  on  to  say  in  article  4  regarding  most  favored  nation, 
exempted  from  this  obligation  are  any  advantage,  favor,  privilege 
or  immunity  accorded  by  a  party. 

And  in  respect  of  the  rights  of  performers,  producers  of 
phonograms  and  broadcasters  any  right  not  provided  under  this 
agreement. 

This  is  about  as  narrow  a  rule  of  national  treatment  as  one  could 
conceive  in  the  present  circumstance.  It  takes  us  backward,  Mr. 
Chairman. 

The  critical  role  for  national  treatment  is  that  as  we  grapple  in- 
dividually as  countries  with  these  particular  problems  and  we  fash- 
ion domestic  solutions  designed  to  provide  protection,  but  solutions 
that  may  differ. 

Some  as  a  result  of  theology  that  goes  with  copyright  neighboring 
works.  Some  as  a  result  of  politics. 

It's  the  imposition  of  national  treatment  that  can  solve  those 
problems  and  settle  those  differences.  Not  exacerbate  them. 

Mr.  Hughes.  My  second  question  concerns  the  unique  status  of 
sound  recordings  in  international  intellectual  property  law. 

As  you  have  indicated,  the  Berne  Convention  does  not  require 
member  countries  to  protect  sound  recordings.  And  I  don't  believe 
any  European  country  does.  Maybe  you  know  of  some,  but  we  don't 
know  of  any. 

With  respect  to  sound  recordings  it  seems  irrelevant  whether 
home  taping  or  rental  levies  are  Berne  rights.  The  subject  matter 
of  sound  recordings  is  outside  the  scope  of  the  convention. 

As  you  point  out,  the  United  States  is  not  a  member  of  the  Rome 
Convention.  And  the  Geneva  Phonogram  Convention  doesn't  ap- 
pear helpful. 

But  the  DART  legislation  does  provide  a  home  taping  levy  and 
we  do  have  a  rental  right  for  sound  recordings.  My  question  is  how 
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well  have  you  fared  in  arg^ng  reciprocity  as  a  basis  for  asserting 
rights  in  Europe? 

Mr.  Jason  Herman.  Not  well.  Nor  would  I  want  to  mislead  you, 
Mr.  Chairman,  that  to  the  extent  that  we  have  in  place  a  series 
of  increasing  protections  within  our  own  domestic  law — and  hope- 
fully within  the  near  future  we'll  fill  the  gap — that  that  would  in 
fact  produce  the  desired  result.  Namely,  that  U.S.  rightsholders 
would  be  entitled  to  compensation  under  schemes,  particularly  in 
the  EC.  I  don't  believe  that  for  a  minute. 

It's  something  we  would  have  to  win.  And  therefore  I  think  it's 
something  we  would  have  to  win  either  in  the  GATT  or  in  even  a 
more  appropriate  forum  than  the  GATT,  which  would  be  a  face  to 
face  discussion  with  the  EC  where  the  variety  of  issues  that  divide 
the  EC  and  the  United  States,  not  just  in  copyright  but  across  a 
broad  spectrum,  would  be  made  available  for  us  as  a  process  in 
give  and  take. 

We  have  got  to  penetrate  that  cloak.  These  issues  will  not  be  re- 
solved satisfactorily  from  the  point  of  view  of  any  U.S.  rightsholder 
in  any  of  these  forums  other  than  that. 

Mr.  Hughes.  Well,  you  may  be  right.  Have  you  heard  of  the  Ca- 
nadian cultural  exemption  being  used  as  a  precedent  for  negotia- 
tions? 

Mr.  Jason  Berman.  I  don't  know  that  it  has  been  used  as  a 
precedent. 

I  do  know  that  in  the  current  discussions  that  are  going  on  in 
the  EC  regarding  a  directive,  some  of  the  parties  have  discussed 
the  question  of  including  in  the  TRIPS  text  and  in  the  services  text 
of  the  current  GATT  negotiation  a  provision  similar  to  the  cultural 
exemption. 

It  exists  kind  of  like  Bankro's  ghost.  It's  out  there  in  much  the 
same  way  that  the  cultural  exemption  has  existed  in  the  Canadian 
Free  Trade  Agreement. 

It's  there.  And  to  my  knowledge,  it  hasn't  been  invoked.  On  the 
other  hand,  the  cancer  has  spread  to  the  NAFTA. 

And  my  guess  is  that  while  we  have  a  peculiar  relationship  with 
Canada — and  the  Canadians  get  very  sensitive  on  this  issue — it 
seems  to  me  the  Europeans  could  find  the  same  reason  to  be  as 
sensitive. 

I  do  think  it's  something  that  we  have  to  guard  against  unfortu- 
nately. 

Mr.  Hughes.  Mexicans  ought  to  be  very  sensitive  too. 

Mr.  Jason  Berman.  The  Mexicans  were  sensitive.  But  interest- 
ingly enough,  I  think  one  of  the  great  leaps  forward  in  regard  to 
NAFTA  is  the  intellectual  property  provisions  and  the  national 
treatment  provision  that  would  apply  in  our  relationship  with  Mex- 
ico. 

Yes.  The  Mexicans  are  sensitive  and  they  have  some  reason  to 
be  sensitive.  But  I  think  those  problems  will  be  overcome. 

Mr.  Hughes.  OK  Thank  you  very  much.  Again  you  have  been 
very  helpful  to  us.  Your  testimony  completes  the  testimony  for  the 
day. 

It  has  been  a  very  good  day.  Productive  I  think.  And  we  thank 
you  very  much.  This  public  hearing  stands  adjourned. 
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[Whereupon,  at  1  p.m.,  the  subcommittee  adjourned,  to  reconvene 
subject  to  the  call  of  the  Chair.] 
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Appendix  1. — Questions  Concerning  a  Possible  Protocol  to 
THE  Berne  Convention  for  the  Protection  of  Literary  and 
Artistic  Works,  Third  Session,  Geneva,  June  21-25,  1993, 
Submitted  by  Ralph  Oman,  Register  of  Copyrights  and 
Associate  Librarian  for  Copyright  Services 

Preliminary  Remarks 

1.  This  part  (Part  III)  of  the  memorandum  deals  with  three  of  the  ten  items  on 
the  program  of  the  June  1993  (that  is,  the  third)  session  of  the  Committee  of  Ex- 
perts, namely  with  those  mentioned  in  subparagraphs  (vii)  and  (ix)  of  the  decision 
of  the  Assembly  of  the  Berne  Union  quoted  in  paragraph  5  of  Part  I  of  this  memo- 
randum (document  BCP/CE/III/2-I,  page  4)  as  "new  items":  "distribution  right,  in- 
cluding importation  right,"  "enforcement  of  rights"  and  "national  treatment."  They 
constitute  Chapters  VIII,  DC  and  X. 

2.  As  discussed  in  paragraphs  6  and  9  of  Part  II  of  this  memorandum  (document 
BCP/CE/ni/2-II,  page  2),  one  of  the  "new  items" — "distribution  right,  including  im- 
portation right" — is  not  completely  new.  Several  aspects  of  the  right  of  distribution 
(rental  right,  public  lending  right,  importation  right)  were  discussed  in  the  memo- 
randum prepared  for  the  second  session  of  the  Committee  of  Experts.  The  sub- 
chapter on  rental  right  and  public  lending  right  and  the  relevant  passages  of  the 
report  are  reproduced  in  Part  U.  For  the  preparation  of  the  relevant  chapter  of  this 
document  concerning  the  "new  item,"  the  results  of  the  above-mentioned  discussions 
have  been  teiken  into  account. 

3.  StUl  another  of  the  three  "new  items" — national  treatment — is  not  completely 
new  either.  Although  national  treatment  as  a  general  question  was  not  discussed 
as  a  separate  subject  in  the  memoranda  prepared  for  the  first  two  sessions  of  the 
Committee  of  Experts,  the  obligation  to  apply  this  basic  principle  of  the  Berne  Con- 
vention was  referred  to  in  respect  of  the  various  categories  of  subject  matter  to  be 
protected  and  of  the  various  rights  discussed  (see  paragraphs  31(v)  and  (vi),  68  to 
70  of  document  BCP/CE/I/2  and  paragraphs  93,  103,  11,  130  and  135  of  document 
BCP/CE/I/3).  The  obligation  to  grant  national  treatment  as  emphasized  particularly 
in  the  chapter  on  collective  administration  of  rights  (see  paragraphs  16  and  168  of 
document  BCP/CE/I/3);  however,  that  chapter  was  not  discussed  by  the  Committee 
of  Experts.  The  results  of  the  discussions  by  the  Committee  of  Experts  on  the  appli- 
cation of  the  principle  of  national  treatment  have  also  been  taken  into  account  for 
the  preparation  of  the  relevant  chapter  of  this  document. 

Vin.  Distribution  Right,  Including  Importation  Right 

DEFINITIONS 

4.  In  the  present  document,  the  notions  mentioned  in  the  following  eight  para- 
graphs are  used  according  to  the  definitions  set  forth  in  the  same  paragraphs. 

5.  The  "right  of  distribution"  and  its  synonym,  the  "right  of  circulation,"  is  the 
right  to  authorize  any  act  where  ownership  or  possession  of  one  or  more  copies  of 
the  work  changes  or  change  hands;  in  the  case  of  sale,  gift,  etc.,  it  is  ownership, 
whereas,  in  the  case  of  rental  and  lending,  it  is  possession  that  goes  from  one  person 
to  another.  Naturally,  ownership  and  possession  may  change  hands  simultaneously. 
As  it  wiU  be  seen,  this  right  rarely  exists  in  an  absolute  manner. 

6.  The  "exhaustion  of  the  right  of  distribution"  is  the  termination  of  the  right  of 
distribution  in  respect  of  any  copy  of  the  work  where  ownership  has  been  trans- 
ferred for  the  first  time  by  means  of  an  implicit  or  explicit  authorization  of  the  au- 
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thor  of,  or  other  original  owner  of  the  copyright  in,  the  work.  The  "first  sale  doc- 
trine" is  the  doctrine  on  which  such  exhaustion  of  the  right  is  based. 

7.  The  "right  of  first  distribution"  {droit  de  mise  en  circulation)  and  its  synonym, 
the  "right  of  putting  into  circulation"  is  the  right  of  distribution  concerning  any 
copy  of  the  work  in  respect  of  which  the  right  of  distribution  has  not  been  exhausted 
through  first  sale. 

8.  llie  "right  of  rental"  is  a  special  varifmt  of  the  right  of  distribution,  namely 
the  right  to  authorize  the  rental  of  a  copy  of  the  work.  "Rental"  is  the  transfer  of 
the  possession  of  a  copy  of  the  work,  for  a  limited  period  of  time,  for  profit-making 
purpose.  Where  the  right  is  not  exclusive  but  merely  gives  a  right  to  remuneration — 
that  is,  is  subject  to  a  non-voluntary  license — this  document  so  states. 

9.  The  "right  of  lending"  is  also  a  special  variant  of  the  right  of  distribution, 
namely  the  ri^t  to  authorize  the  lending  of  a  copy  of  the  work.  "Lending"  is  the 
transfer  of  the  possession  of  a  copy  of  the  work,  for  a  limited  period  of  time,  for  non- 
profit-making purposes.  Few  countries  recognize  this  ri^t  either  as  an  exclusive 
right  or  a  mere  right  of  remuneration.  Several  countries  recognize  a  limited  form 
of  this  right,  defined  in  the  following  paragraph  and  called  "public  lending  right." 

10.  The  "public  lending  righf  is  a  special  form  of  the  right  of  lending.  In  most 
countries  that  recognize  this  right,  the  lending  must  be  by  non-profit  libraries  open 
to  the  public.  This  right  is  usually  a  mere  right  to  remuneration  (not  an  exclusive 
right  of  authorization). 

11.  The  "droit  de  suite"  is  an  inalienable  right  of  the  author,  or,  after  his  death, 
the  person  or  institutions  authorized  by  national  legislation,  with  respect  to  the 
original  or  "original  copies"  of  a  work  of  art  or  original  manuscript,  to  an  interest 
in  any  sale  of  uie  work  subsequent  to  the  first  transfer  by  the  author  of  the  work. 

12.  The  "right  of  importation"  is  the  right  to  authorize  that  copies  of  the  work, 
irrespective  of  whether  or  not  they  have  been  made  with  the  consent  of  the  author 
or  other  owner  of  copyright,  be  brought  into  the  territory  of  the  country.  It  is  not 
a  right  of  distribution  proper  since  importation  does  not  necessarily  involve  a 
change  in  ownership  or  possession  (however,  as  discussed  in  paragraphs  22  and  23, 
below,  the  right  of  importation  is  an  indispensable  corollary  to  the  right  of  first  dis- 
tribution in  the  country  concerned).  Consequently,  the  title  of  this  chapter,  which 
implies  that  importation  is  a  kind  of  distribution,  is  perhaps  not  quite  precise. 

SITUATION  UNDER  THE  BERNE  CONVENTION 

13.  It  is  only  concerning  works  adapted  for  cinematographic  works  and  cinemato- 
graphic works  themselves  that  the  Berne  Convention  provides  for  a  right  of  dis- 
tribution (Articles  14(1)  and  146is(l)).  There  is,  however,  a  difference  between  the 
English  and  French  text  of  the  Convention.  In  the  English  text,  the  word  "distribu- 
tion" is  used,  while,  in  the  French  text,  the  expression  "mise  en  circulation"  is  used. 
The  English  word  "distribution"  could  be  interpreted  in  two  ways:  either  to  mean 
the  first  distribution  only,  or  to  also  mean  aU  subsequent  acts  of  distribution.  The 
expression  "mise  en  circulation"  ("putting  into  circulation")  indicates,  however,  that 
only  the  first  distribution  is  meant.  In  this  context,  it  should  be  noted  that,  under 
Article  31(lXc)  of  the  Convention,  '\\\n  case  of  differences  of  opinion  on  the  interpre- 
tation of  the  various  texts,  the  French  text  prevails." 

14.  No  other  provision  of  the  Berne  Convention  refers  to  either  a  right  of  distribu- 
tion or  a  right  of  first  distribution  (putting  copies  into  circulation).  From  this  si- 
lence, the  conclusion  is  frequently  drawn  in  legal  literature  that,  with  the  exception 
of  the  cases  covered  by  Articles  14(l)and  146i^l),  neither  a  right  of  distribution  nor 
a  right  of  first  distribution  exists  under  the  Berne  Convention. 

15.  To  support  such  a  view,  reference  is  generally  made  to  what  is  considered  the 
rejection  of  the  introduction  of  a  "general"  ri^t  of  distribution  at  the  1967  Stock- 
holm Diplomatic  Conference  for  the  revision  of  the  Berne  Convention.  The  proposal 
(conference  document  S/72),  submitted  by  the  delegations  of  Austria,  Italy  and  Mo- 
rocco, suggested  recognition  of  such  a  right  through  simply  codifying  the  di-aft  provi- 
sion which  became  later  the  present  Article  9(1)  of  the  Berne  Convention.  Those  del- 
egations proposed  that,  after  the  word  "reproduction,"  the  words  "and  circulation" 
be  added,  as  a  result  of  which  the  exclusive  right  to  authorize  reproduction  would 
have  been  transformed  into  an  exclusive  right  to  authorize  reproduction  and  any 
(first  and  subsequent)  distribution  ("circulation")  of  copies.  At  the  sixth  meeting  of 
Main  Committee  I,  the  proposal  as  rejected  by  17  votes  to  seven,  with  eight  absten- 
tions (see  Summary  Minutes  of  Main  Committee  I,  paragraph  709). 

16.  It  seems  that,  while  the  view  that  under  the  Berne  Convention  no  ("general") 
right  of  distribution  ("right  of  circulation")  exists  is  justified,  this  is  not  the  case  as 
regards  the  view  that  no  right  of  first  distribution  ("right  of  putting  into  circula- 
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tion")  exists  in  respect  of  categories  of  worics  other  than  the  ones  covered  by  Articles 
14(1)  and  146is(l)  of  the  Convention. 

17.  It  should  be  noted  that  the  provision  of  Article  1(1)  of  the  Berne  Convention 
was  originally  inserted  in  the  text  of  the  Convention  at  the  1948  Brussels  Diplo- 
matic Conference  for  revision  of  the  Convention  (while  Article  146is(l)  adopted  at 
the  1967  Diplomatic  Conference  simply  extended  the  scope  of  application  of  the 
rights  provided  for  in  Article  14(1)).  Article  14(1),  inter  alia,  recognized  the  exclusive 
right  to  authorize  the  cinematographic  adaptation  and  reproduction  of  works,  and 
for  the  distribution  of  the  works  thus  adapted  or  reproduced.  This  provision  as  re- 
dundant: it  should  be  assumed  that  it  has  been  adopted  merely  for  the  sake  of  secu- 
rity, to  eliminate  any  possible  doubts.  In  respect  oi  the  ri^t  of  adaptation,  the  re- 
dundancy was  obvious,  since  Article  12  of  the  Convention  provided  lor  an  exclusive 
right  of  authorizing  any  adaptation,  and,  thus,  that  provision  also  covered  cinemato- 
graphic adaptation.  The  redundancy  existed  also  in  respect  of  reproduction:  at  that 
time,  the  Convention  did  not  explicitly  provide  for  a  right  of  reproduction  (it  was 
only  the  1967  Stockholm  Diplomatic  Conference  which  adopted  a  provision  (the  new 
Article  9)  explicitly  recognizing  that  right).  However,  nobody  as  of  the  view  that,  be- 
cause the  right  of  reproduction  was  explicitly  recognized  in  respect  of  works  adapted 
for  cinematographic  works  and  was  not  recognized  in  respect  of  other  works,  it  did 
not  exist  in  the  case  of  other  works.  Hence  the  special  redundant  nature  of  the  pro- 
vision of  Article  14(1)  as  regards  the  rirfit  of  reproduction:  it  was  redundant  because 
it  stated,  in  respect  of  certain  works,  the  existence  of  a  right  which  had  been  recog- 
nized— albeit  not  so  stated  in  the  Convention — as  existing  in  respect  of  all  works. 
There  is  good  reason  to  believe  that  the  provision  of  Article  14(1)  on  the  right  of 
(first)  distribution  (mise  en  circulation)  was  (and  still  is)  of  the  same  nature,  that 
is,  it  was  (and  still  is)  a  special  redundant  provision  explicitly  stating,  in  respect 
of  certain  works,  what  had  always  been  recognized  implicitly  in  resf>ect  of  all  works. 

18.  There  is  good  reason  to  believe  so  if  the  nature  of  reproduction  as  a  qualified 
act  and  as  a  basic  form  of  exploitation  of  works  is  considered.  The  raison  d'etre  and 
ultimate  aim  of  the  right  of  reproduction  is  to  provide  for  control  by  the  author  or 
other  owner  of  copyright  over  the  making  available  of  copies  of  the  work  to  the  pub- 
lic; this  is  the  essence  of  the  normal  exploitation  of  the  work  on  the  basis  of  the 
right  of  reproduction.  An  authorization  given  to  a  publisher  to  reproduce  a  work 
without  the  coroUary  authorization  of  the  first  distribution  of  the  copies  to  the  pub- 
lic would  be  meaningless  (and  such  corollary  authorization  is  always  given  to  the 
publisher  either  implicitly  or  explicitly,  determining,  in  general,  at  the  same  time 
the  conditions  of  such  distribution  (particularly  the  territory  where  distribution  can 
take  place)).  It  would  be  impossible  to  exploit  the  right  of  reproduction  in  a  normal 
way  if  that  right  were  so  restrictively  interpreted  as  to  only  grant  the  author  or 
other  owner  oi  copyright  control  over  the  making  of  copies  but  no  control  over  the 
first  distribution  of  the  copies  reproduced.  In  that  way,  although  the  author  or  other 
owner  of  this  right  would  have  tne  exclusive  right  to  authorize  the  making  of  copies 
of  his  woric,  he  would  be  unable  to  exploit  his  work  on  the  basis  of  this  right,  if, 
e.g.,  the  owner  of  the  right  of  reproduction  in  another  country  were  able  to  inundate 
the  market  by  importing  copies  authorized  by  him  (that  is,  by  the  owner  of  copy- 
right in  that  other  country)  and  distribute  them;  or,  in  other  words,  if  the  authoriza- 
tion of  the  first  distribution  of  copies  in  the  territory  concerned  were  not  an  insepa- 
rable corollary  to  the  right  of  reproduction  granted  for  that  territory. 

19.  What  the  1967  Stockholm  Diplomatic  Conference  rejected,  as  mentioned  in 
paragraph  15  above,  was  the  right  oi  general  distribution,  that  is,  a  right  that  would 
have  gone  beyond  the  first  distribution.  But  the  Conference  did  not  entertain  what 
could  nave  been  a  more  modest  proposal,  namely  that  the  right  of  distribution  must 
only  be  recognized  in  respect  of  the  first  distribution  and  not  also  in  respect  of  any 
subsequent  distribution. 

20.  Although,  on  the  basis  of  the  considerations  above,  it  may  be  concluded  that, 
under  the  Berne  Convention,  a  right  of  first  distribution  exists  as  an  inseparable 
corollary  to  the  right  of  reproduction,  it  should  be  added  that  such  a  right  is  not 
of  significant  practical  importance  as  long  as  both  the  reproduction  and  the  first  dis- 
tribution take  place  in  one  and  the  same  country.  The  owner  of  the  right  of  repro- 
duction may  control  the  conditions  of  the  first  distribution  by  means  of  contractual 
stipulations.  Until  the  first  sale  (or  other  first  transfer  of  ownership),  the  copies  re- 
main in  the  ownership  of  the  person  or  legal  entity  who  or  which  may  be  bound 
by  such  stipulations.  As  discussed  below,  explicit  recognition  of  the  right  of  first  dis- 
tribution as  an  inseparable  corollary  to  the  right  of  reproduction  is  also  an  impor- 
tant legal  basis  for  the  explicit  recognition  of  the  right  of  importation. 

21.  WhUe  the  existence  of  a  right  of  first  distribution  may  be  deduced  from  the 
present  text  of  the  Berne  Convention,  this  is  not  the  case  as  far  as  a  (general)  right 
of  distribution  ("right  of  circulation")  is  concerned.  There  is  no  obligation  under  the 
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Berne  Convention  to  recognize  any  ri^t  of  distribution  concerning  a  copy  that  has 
been  sold  (or  whose  ownership  has  been  otherwise  transferred)  by  or  pursuant  to 
an  implicit  or  explicit  authorization  of  the  author  or  other  owner  of  rights.  The  only 
exception  is  the  droit  de  suite  under  Article  I4ter  of  the  Convention  which  is  appli- 
cable in  the  case  of  resale  of  the  original  or  "original  copies"  of  the  work  or  the 
manuscript  of  the  work.  The  recognition  of  the  droit  de  suite  is  not,  however,  a  mini- 
mum obligation  but  a  mere  option  under  the  Convention. 

22.  The  Berne  Convention  does  not  contain  any  direct  jprovision  on  the  right  of 
importation.  However,  the  history  and  various  provisions  of  the  Berne  Convention — 
particularly  its  provisions  concerning  national  treatment — indicate  that  the  rights 
granted  under  the  Berne  Convention  have  always  been  construed  as  territorial 
rights.  It  is  evident,  therefore,  that  the  mere  fact  that  a  certain  act  (e.g.,  reproduc- 
tion) requires  the  author's  authorization  according  to  the  law  of  one  country  has 
been  authorized  by  the  author  in  that  country,  does  not  make  that  (or  any  other) 
act  lawful  in  another  country.  This  is  evidenced  (i)  by  Article  16  concerning  seizure 
of  infringing  copies  which  are  not  necessarily  infringing  copies  in  the  country  from 
which  they  are  imported,  (ii)  by  Article  13(3)  on  seizure  of  sound  recordings  im- 
ported without  permission  from  another  country  here  they  have  been  produced  on 
the  basis  of  a  non-voluntary  license  (which,  thus,  indirectly  refers  to  the  existence 
of  a  right  of  importation),  and  (iii)  by  Article  IV(4Xa)  of  the  Appendix  which  forbids 
the  exportation  of  copies  made  on  the  basis  of  compulsory  translation  or  reproduc- 
tion licenses  (exportation  which,  of  course,  would  qualify  inevitably  as  importation 
in  any  other  country),  however,  what  is  discussed  in  paragraphs  13  to  20,  above, 
is  at  least  as  important:  the  right  of  first  distribution  is  an  mseparable  corollary 
to  the  right  of  reproduction.  The  author  or  other  owner  of  the  right  of  reproduction 
in  a  certain  country  would  not  be  able  to  exploit  this  right  in  a  normal  way  without 
the  possibility  to  authorize  or  prohibit  the  importation  of  copies  (particularly  for  dis- 
tribution) into  that  country,  even  if  the  copies  have  been  made  with  the  authoriza- 
tion of  the  owner  of  copyright  in  another  country.  The  situation  is  not  different  if 
the  owner  of  copyright  is  the  same  in  the  to  countries  concerned  because,  flowing 
from  the  territorial  nature  of  copyright,  to  separate  rights  are  involved  which  he 
should  be  able  to  exercise  separately  (also  taking  into  account  the  differing  eco- 
nomic, social,  cultural  and  legal  conmtions  of  the  two  countries  concerned).  Unless 
he  has  extended  his  authorization  also  to  country  B,  he  should  be  in  the  position 
to  oppose  the  importation  into  country  B  of  copies  made  in  country  A  even  where 
those  copies  were  made  with  his  authorization. 

23.  Thus,  there  is  good  reason  to  believe  that,  in  addition  to  the  existence  of  a 
right  of  first  distribution,  also  the  existence  of  a  right  of  importation  may  be  de- 
duced from  the  present  text  of  the  Berne  Convention  as  an  inseparable  corollary  to 
the  right  of  reproduction. 

NEW  DEVELOPMENTS 

24.  For  a  long  while,  the  situation  at  the  national  level  as  in  harmony  with  the 
minimum  standards  of  the  Berne  Convention.  A  right  of  first  distribution  was  recog- 
nized either  in  the  test  of  the  national  laws  themselves  (frequently  in  the  form  of 
the  recognition  of  a  (general)  right  of  distribution  with  the  exhaustion  of  this  right 
after  the  first  sale  of  the  copy  concerned)  or  on  the  basis  of  case  law  deriving  such 
a  right  from  the  right  of  reproduction.  Nor  was  existence  of  a  right  of  importation 
generally  questioned.  Furthermore,  the  droit  de  suite  was  granted  in  a  number  of 
countries.  A  (general)  right  of  distribution  (right  of  circulation)  "surviving"  the  first 
sale  of  copies  was  not,  in  general,  recognized.  There  was  only  one  significant  excep- 
tion in  this  respect  in  certain  countries:  the  recognition  of  the  public  lending  right. 

25.  The  public  lending  right  has  been  established  in  the  copyright  law  only  in  one 
country  (Grermany).  In  the  other  countries  where  it  exists,  it  is  provided  for  in  laws 
other  than  copyright  laws  and  is  considered  as  being  outside  the  field  of  copyri^t 
proper  (although,  as  discussed  below,  it  may  be  questioned  whether  to  do  so  is  really 
appropriate).  At  the  second  session  of  the  Committee  of  Experts,  it  was  felt  that  any 
provision  on  the  public  lending  right  in  a  possible  protocol  to  the  Berne  Convention 
would  be  premature. 

26.  The  situation  outlined  above  has  changed  recently  as  a  result  of  the  growing 
importance  of  rental  as  a  basic  form  of  exploitation  of  certain  categories  of  works. 

27.  Rental  of  copies  is  not  a  new  phenomenon;  rental  of  printed  copies  of  musical 
works  (in  particular  the  scores  of  works  intended  for  public  performance,  such  as 
operas  and  choral  and  orchestral  works)  has  been  common  practice  for  many  dec- 
ades. The  original  form  of  a  right  of  distribution  in  the  laws  of  some  countries  as 
to  provide  composers  and  music  publishers  the  right  to  distribute  their  works 
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through  rental  (not  merely  through  sale)  of  copies:  this  assured  them  income  from 
rental  of  scores  each  time  their  works  were  performed. 

28.  Non-commercial  lending  of  sound  recordings  had  been  in  existence  for  some 
time  in  countries  with  well-functioning  public  library  systems.  But  due  to  the  natu- 
ral deterioration  of  analog  recordings  caused  by  frequent  playing  and  normal  wear- 
and-tear,  commercial  markets  for  rental  of  analog  sound  recordings  never  developed 
to  a  great  extent.  The  advent  of  digital  technology — and  in  particular  the  laser-read 
compact  disc  (CD) — caused  a  fundamental  change.  Tlie  extreme  durability  of  the 
new  recording  medium,  and  the  fact  that  repeated  use  had  no  discernible  effect  on 
sound  quality,  made  it  possible  to  rent  out  the  same  copy  a  great  number  of  times 
(and  those  copies  were  regularly  used  also  for  "home  taping"). 

29.  At  first,  CD  recordings  could  only  be  copied  using  conventional  analog  record- 
ing equipment,  but  the  development  of  digital  recording  equipment  for  consumer  use 
in  recent  years  meant  that  digital  recordings  could  be  copied  in  digital  format.  The 
copies  thus  produced  were  in  all  respects  identical  to — and  a  perfect  substitute  for — 
the  original  recordings.  As  is  often  the  case  when  new  technologies  are  first  com- 
merciafized,  CDs  were  quite  expensive  when  they  came  onto  the  market.  Record 
rental  businesses  began  to  spring  up  in  certain  countries,  catering  to  customers  who 
rented  CDs  at  prices  lower  than  sales  prices. 

30.  The  effect  of  this  new  commercial  practice  on  the  rights  of  authors  and  other 
copyright  owners  of  musical  works  included  in  sound  recordings  was  potentially  dis- 
astrous. These  "downstream"  rental  businesses  made  substantial  sums  by  an  activ- 
ity that  undermined  the  market  for  the  distribution  of  copies  under  the  control  of 
the  copyright  owners,  and — because  the  distribution  right  was  exhausted  when  the 
recordings  were  sold — such  businesses  paid  nothing  to  the  copyright  owners. 

31.  The  legislatures  of  several  countries  responded  by  amenmng  their  copyright 
laws  to  provide  for  a  right  of  rental  concerning  sound  recordings,  either  as  an  excep- 
tion to  the  principle  of  exhaustion  of  the  distribution  right  after  the  first  sale  of  cop- 
ies, or  as  a  specific  new  right. 

32.  Some  countries  also  provide  a  rental  right  in  respect  of  audiovisual  works, 
particularly  in  the  form  oi  videocassettes.  While  home  copying  of  rented  video- 
cassettes  is  an  important  factor,  the  situation  is  different  from  the  case  of  sound 
recordings,  where  the  primary  market  was  traditionally  sales  of  copies.  Until  quite 
recently,  the  primary  maritet  for  videocassettes  has  been  rental.  Absent  a  right  to 
control  rental,  unlicensed  rental  enterprises  are  able  to  divert  legitimate  business 
from  licensed  distributors,  and,  moreover,  they  may  serve  as  outlets  for  pirate  cop- 
ies. Thus,  legislators  have  panted  authors  and  other  owners  of  copyright  the  power 
to  control  the  chain  of  distribution  through  authorizing  or  prohibiting  rental. 

33.  Recent  developments  indicate  that  a  right  to  control  rental  is  also  important 
for  other  categories  of  works,  particularly  for  computer  programs  and  works — in- 
cluding collections  of  worits  ano/or  data — stored  in  electronic  (ever  more  frequently, 
digital)  format. 

34.  There  are  many  different  types  of  computer  programs  and  data  bases,  de- 
signed for  multiple  uses  in  business,  government  and  private  settings.  These  works 
may  be  made  available  to  the  public  in  various  ways  (e.g.,  by  sale  or  licensing,  in- 
cluding subscription  agreements)  and  may  be  copied  quite  easily,  by,  e.g., 
downloading  into  a  computer  memory  or — in  the  near  future — by  transfer  from  a 
CD-ROM  directly  onto  another  digital  carrier.  Unauthorized  rental  could  virtually 
supersede  organized  distribution  in  certain  cases,  and  the  opportunities  thus  created 
for  unauthorized  copying  could  seriously  prejudice  the  legitimate  interests  of  au- 
thors and  other  owners  of  copyright. 

35.  These  considerations  have  led  in  certain  countries  to  the  enactment  of  a  rental 
right  for  owners  of  rights  in  computer  programs,  and  to  proposals  for  such  a  right 
for  owners  of  rights  in  data  bases. 

36.  The  above-mentioned  developments  at  the  national  level  have  created  a  new 
balance  of  interests  between  the  rights  of  authors  and  other  owners  of  copyright  in 
certain  works,  on  the  one  hand,  and  the  proprietary  ri^ts  of  the  lawful  owners  of 
copies,  on  the  other.  Lawful  owners  of  copies  continue  to  be  free  to  resell  the  copies 
or  lend  them  in  private  circles;  denying  this  freedom  would  be  in  conflict  with  pro- 
prietary rights.  At  the  same  time,  this  freedom  should  not  go  so  far  as  to  also  extend 
to  rental  which  has  become  an  important  means  of  making  copies  available  to  the 
public,  since  this  would  go  beyond  what  is  justified  for  the  respect  of  proprietary 
rights  and  would  conflict  with  the  basic  objectives  of  copyri^t.  The  scope  of  applica- 
tion of  the  principle  of  exhaustion  of  the  right  of  distribution  after  the  first  sale  of 
copies  has  been  and  should  be  restricted  accordingly. 

37.  These  developments  have  resulted  in  a  significant  extension  of  the  application 
of  the  right  of  distribution.  At  the  same  time,  as  regards  the  right  of  importation, 
the  possibility  of  exactly  the  opposite  trend  has  emerged  recently.  Certain  countries 
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have  excluded  or  at  least  restricted  the  application  of  this  right  in  respect  of  copies 
the  making  of  which  has  been  authorized  in  other  countries,  and,  in  this  connection, 
a  new  theory,  the  theory  of  "international  exhaustion,"  has  emerged.  Under  that 
theory,  once  copies  are  lawfully  put  on  the  market  in  one  country,  they  may  be  law- 
fully imported  into  any  other  country  without  the  authorization  of  the  author  or 
other  owner  of  copyright. 

38.  It  should  be  pointed  out  that  "international  exhaustion"  is  not  the  same  as 
the  exhaustion  that  may  apply  within  a  group  of  countries  which  have  formed  a  sin- 
gle economic  territory  or  customs  union  for  purposes  which  include  the  free  circula- 
tion of  goods.  In  such  a  case,  the  relevant  legislation  of  the  countries  concerned  may 
provide  that  the  first  sale  or  other  first  transfer  of  ownership  of  copies  with  the  con- 
sent of  the  author  or  other  owner  of  copyright  in  one  country  oi  the  territory  ex- 
hausts the  distribution  right  in  the  other  countries  within  that  territory.  However, 
consistent  with  the  principle  of  territoriality  of  copyright,  such  first  sale  or  other 
first  transfer  of  ownership  will  not  exhaust  the  distribution  right  in  countries  out- 
side the  single  economic  territory  or  customs  union. 

39.  The  theory  of  international  exhaustion  seems  to  be  based  on  a  perception  that 
territorial  distribution  rights  may  create  barriers  to  international  trade  because 
they  permit  the  exclusion  of  copies  of  works  produced  under  a  license  in  one  country 
from  importation  into  other  countries  where  copies  of  the  same  works  may  not  yet 
be  on  the  market,  or  where  copies  of  the  works  may  be  on  the  market  but  for  a 
higher  price.  International  exhaustion  is  seen  as  a  means  of  reducing  "trade  bar- 
riers" by  "opening"  markets  to  imports  from  suppliers  of  lawfully  made  copies  in 
other  countries. 

40.  This  new  theory  does  not  take  into  account  a  well-established  principle  of  com- 
petition law  for  the  revision  of  which  no  reason  has  emerged,  namely  the  principle 
that  the  "vertical"  exercise  of  exclusive  intellectual  property  rights — such  as  the  li- 
censing of  distribution  rights  by  the  author  or  other  owner  of  copyright  to  different 
persons  in  different  countries — does  not  constitute  anti-competitive  activity.  Applica- 
tion of  this  theory  might  stimulate  imports  and  promote  international  competition 
as  a  matter  of  trade  law  or  policy,  but  it  seems  doubtful  that  a  change  in  one  of 
the  fundamental  rules  of  the  international  copyright  system  is  the  right  way  to 
achieve  this  result.  The  principle  of  territoriality  provides  security  for  the  chain  of 
authorizations  that  permit  orderly  supply  of  copies  for  international  distribution.  A 
possible  alternative  to  this  system  could  be  unorganized  and  sporadic  local  supply 
of  copies,  or,  rather,  supply  from  a  single  source,  possibly  a  great  distance  away, 
with  less  sensitivity  to  the  needs  of  each  market,  on  the  one  hand,  and  loss  of  the 
possibility  of  copyright  owners  to  control  one  of  the  main  forms  of  exploitation  of 
their  works,  with  the  double  result  of  increasing  piracy  and  undermining  the  re- 
sources for  important  creative  segments  of  the  cultural  and  information  industries 
and,  as  an  inevitable  consequence,  a  decrease  in  the  supply  of  new  works  (that  is, 
just  the  opposite  of  what  is  intended). 

PROPOSALS 

41.  Of  the  two  inseparable  corollary  rights — the  right  of  first  distribution  and  the 
right  of  importation — to  the  right  of  reproduction,  the  recognition  of  which  may  be 
deduced  from  the  Berne  Convention,  it  would  seem  desirable  to  recognize  the  right 
of  importation,  in  the  form  of  an  interpretative  provision  included  in  a  possible  pro- 
tocol to  the  Berne  Convention. 

42.  The  explicit  recognition  of  the  right  of  first  distribution  in  itself  would  not 
seem  an  urgent  need,  since  the  absence  of  such  recognition  has  not  created  signifi- 
cant problems  in  the  application  of  the  Berne  Convention.  There  are,  however,  two 
contests  in  which  such  recognition  may  still  be  found  desirable. 

43.  The  first  contest  is  the  relationship  of  the  right  of  first  distribution  with  the 
right  of  importation:  explicit  recognition  of  the  right  of  first  distribution  would  pro- 
vide an  appropriate  foundation  for  explicit  recognition  of  the  right  of  importation  as 
an  indispensable  corollary  to  the  right  of  first  distribution. 

44.  The  second  contest  is  the  relationship  of  the  right  of  first  distribution  with 
those  elements  of  the  right  of  distribution  which  "survive"  the  first  sale  of  copies. 
In  this  respect,  the  same  solution  may  be  applied  as  that  followed  in  various  na- 
tional laws,  namely  (i)  providing  a  (general)  right  of  distribution  in  respect  of  all 
categories  of  works;  (ii)  providing,  in  general,  for  the  possibility  to  apply  the  prin- 
ciple of  exhaustion  of  the  right  (first  sale  doctrine);  (iii)  clarifying  that  such  exhaus- 
tion does  not  extend  to  the  "droit  de  suite";  and  (iv)  excluding  the  exhaustion  of  the 
right  of  distribution  in  some  specific  cases  (in  particular,  in  the  case  of  rental,  in 
general,  or  rental  of  certain  categories  of  works). 
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45.  The  other  possible  option  would  be  to  follow  the  solution  of  the  memorandum 
discussed  by  the  second  session  of  the  Committee  of  Experts,  that  is,  in  addition 
to  the  explicit  recognition  of  the  right  of  importation,  to  provide  only  for  those  spe- 
cific ridits  that  survive  the  first  sale  of  copies. 

46.  Whichever  of  the  two  solutions  is  applied,  the  most  substantive  question  is 
the  scope  of  those  elements  of  the  right  of  distribution  which  survive  the  first  sale 
(or  other  first  transfer  of  ownership)  of  a  copy.  It  is  obvious  that  the  right  to  resell 
the  copy  (except  for  the  case  of  the  droit  de  suite)  should  not  survive.  It  is  clear  now 
that  there  would  be  no  support  for  any  provision  on  traditional  pubHc  lending  rights 
(granted  in  case  of  "public  lending"  of  books  and  similar  printed  publications).  It  is 
difiicult  to  gauge  the  general  feeling  about  the  need  for  the  survival  of  a  possible 
general  right  oT  lending  in  cases  not  covered  by  the  above-mentioned  traditional 

fmblic  lending  rights,  liking  into  account  the  recent  developments  at  the  national 
evel  and  the  results  of  the  discussions  at  the  second  session  of  the  Committee  of 
Experts,  it  seems  that  it  is  only  the  recognition  of  a  rental  ri^t  surviving  the  first 
sale  which  may  receive  fairly  general  support. 

47.  For  the  sake  of  sufficiently  uniform  regulation  of  the  most  basic  rights  in  re- 
spect of  the  various  categories  of  works,  and  because,  if  rental  really  becomes  an 
important  means  of  exploitation  of  a  category  of  or,  the  considerations  in  favor  of 
the  recognition  of  a  right  of  rental  hardly  differ  significantly  among  categories  of 
works,  the  recognition  of  a  general  right  of  rental  would  be  desirable.  The  outcome 
of  the  discussions  at  the  second  session  of  the  Committee  of  Experts  indicates,  how- 
ever, that  such  a  proposal  would  not  receive  sufficient  support.  What  may  receive 
such  support  is  the  recognition  of  the  ri^t  of  rental  in  respect  of  certain  categories 
of  worics.  The  categories  of  works  to  which  the  right  of  rental  (surviving  the  first 
sale  of  copies)  might  be  accepted  are  the  following:  musical  works  in  the  form  of 
graphic  notation,  audiovisual  worics,  works  the  performances  of  which  are  embodied 
in  sound  recordings  (and,  of  course,  in  the  neighboring  rights  content,  also  sound 
recordings  themselves),  computer  programs,  as  well  as  any  other  kinds  of  works  (in- 
cluding collections  of  works  and/or  of  data  (such  as  data  bases))  stored  in  electronic 
(inclumng  digital)  format.  In  these  cases,  public  lending  may,  and  in  general  does, 
have  the  same  effect  as  rental  on  the  possioility  of  normal  exploitation  of  the  works 
concerned.  Therefore,  in  addition  to  the  recognition  of  the  right  of  rental  surviving 
first  sale,  it  seems  justified  to  consider,  as  a  possible  alternative,  the  recognition  oi 
a  right  of  lending,  too,  in  a  similar  manner. 

48.  In  order  to  fulfill  their  ftinctions,  the  bundle  of  rights  forming  copyright  should 
normally  be  exclusive  rights  of  authorization.  The  restriction  of  exclusive  rights  to 
a  mere  right  to  remuneration  should  only  be  allowed  in  exceptional  cases  where 
there  are  specific  reasons  for  such  restriction.  In  the  case  of  the  right  of  rental,  in 
general,  there  seem  to  be  no  such  reasons.  Where  some  exception  might  still  be  con- 
sidered is  where  there  are  already  existing  systems  in  a  country  which  are  not  easy 
to  change  and,  thus,  some  transitional  solution  is  inevitable  to  make  possible  the 
accession  to  the  protocol  of  the  countries  concerned.  If  the  alternative  to  also  recog- 
nize a  public  lending  ri^t  in  respect  of  the  same  categories  of  works  were  adopted, 
specific  exceptions  might  be  justified  to  the  exclusive  nature  and  even  to  the  very 
ooligatory  application  of  such  a  right.  It  seems  that  the  same  conditions  may  be  set 
here  as  the  ones  provided  for  in  Article  9(2)  of  the  Berne  Convention. 

49.  It  is  proposed  that  the  protocol; 

(a)  should  state  that,  under  the  present  text  of  the  Berne  Convention,  it  is 
obligatory  to  protect  the  exclusive  rights  of  the  author  or  other  owner  of  copyright 
to  authorize  first  distribution  and  the  importation  (for  distribution)  of  copies  of 
works,  as  these  rights,  although  not  mentioned  in  the  Convention,  are  insepa- 
rable corollaries  to  the  right  of  reproduction  expressly  mentioned  in  the  Conven- 
tion; and 

(b)  should  provide  the  following: 

(i)  the  author  of,  or  other  owner  of  copyright  in,  a  work  has  the  exclusive 
right  to  authorize  the  distribution  of  the  original  or  copies  of  the  work, 
through  sale  or  other  transfer  of  ownership,  or  through  rental,  public  lend- 
ing or  other  transfer  of  possession; 

(ii)  subject  to  Article  14ter  of  the  Berne  Convention  (droit  de  suite),  any 
national  legislation  may  provide  that  the  right  mentioned  in  item  (i)  is  not 
applicable  in  respect  of  the  original  or  a  copy  of  the  work  which  has  been 
sold,  or  the  ownership  of  which  has  been  otherwise  transferred,  by  or  pursu- 
ant to  an  (implicit  or  explicit)  authorization  of  the  author  or  other  owner  of 
copyright; 

(Hi)  the  faculty  provided  for  national  legislation  under  item  (ii)  does  not 
apply  in  case  of  rental  [or  public  lending]  of  the  original  or  copies  of:  musi- 
cal works  in  the  form  of  graphic  notation,  audiovisual  works,  works  the  per- 
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formances  of  which  are  recorded  in  phonograms  (sound  recordings),  com- 
puter programs,  and  any  other  kinds  of  works  stored  in  electronic  (including 
digital)  format; 

[(iv)  notwithstanding  item  (Hi),  any  country  that,  on  the  date  of  the  adop- 
tion of  the  protocol,  has  in  force  provisions  under  which  only  a  right  to  re- 
muneration exists  for  rental  of  copies  of  works  the  performances  of  which  are 
recorded  in  phonograms,  may  make  a  reservation  declaring  that  it  will  not 
recognize  the  exclusive  right  to  authorize  the  rental  of  such  copies  after  the 
copies  concerned  have  been  sold  or  their  ownership  has  been  otherwise  trans- 
ferred by  or  pursuant  to  (implicit  or  explicit)  authorization  of  author  or  other 
owner  of  copyright,  but  will  maintain,  at  least  temporarily,  such  a  right  to 
remuneration;] 

[(v)  any  national  legislation  may  provide,  certain  specific  cases  for  excep- 
tions to  the  exclusive  right  of  the  author  or  other  owner  of  copyright  to  au- 
thorize public  lending  provided  for  in  items  (i)  and  (Hi),  provided  that  such 
exceptions  do  not  conflict  with  the  normal  exploitation  of  the  works  and  do 
not  unreasonably  prejudice  the  legitimate  interests  of  authors  or  other  own- 
ers of  copyright  J 

(vi)  the  author  of,  or  other  owner  of  copyright  in,  a  work  has,  even  follow- 
ing the  sale  or  other  transfer  of  ownership  of  the  copies  of  the  work  by  or 
pursuant  to  his  or  its  (implicit  or  explicit)  authorization,  the  exclusive  right 
to  authorize  the  importation  of  copies  of  his  work,  whether  or  not  such  copies 
were  made  with  his  or  its  authorization,  into  the  country,  or  where  two  or 
more  countries  have  formed  a  single  economic  territory  for  purposes  includ- 
ing the  free  circulation  of  goods,  and  the  national  legislation  of  the  countries 
concerned  so  provides,  into  any  of  the  countries  concerned; 

(vii)  the  right  provided  for  according  to  item  (vi)  is  not  applicable  where 
the  importation  effected  by  a  person  for  his  personal  and  non-commercial 
use  as  part  of  his  personal  luggage. 
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Appendix  2. — Statement  of  Ralph  Oman,  Register  of  Copy- 
rights AND  Associate  Librarian  for  Copyright  Services, 
May  27,  1993 

I  am  pleased  to  submit  this  written  statement  for  the  record  of  your  hearing  on 
national  treatment  and  conflicts  of  law  in  the  field  of  copyright. 

For  the  past  three  years,  the  World  Intellectual  Property  Organization  (W.I.P.O.) 
has  been  holding  meetings  to  discuss  how  best  to  update  the  Berne  Convention  for 
the  Protection  oT  Literary  and  Artistic  Works.  ITiese  discussions  have  questioned 
whether  to  seek  another  revision — ^the  last  one  was  in  1971 — or  to  update  the  con- 
vention by  a  special  instrument  such  as  a  protocol.  The  issues  covered  include  ex- 
plicit subject  matter  protection  for  computer  programs,  databases,  and  sound  record- 
ings, and  the  grant  oi  a  number  of  new  economic  rights  and  benefits,  including  rent- 
al rights,  private  copying,  parallel  importations  ri^ts,  and  express  limits  on 
photocopying. 

In  many  ways  the  progress  we  will  make  in  the  W.I.P.0.  will  consolidate  its  gains 
we  have  made  in  the  GATT/TRIPS  negotiations.  In  GATT/TRIPS  we  have  advanced 
the  frontier  of  intellectual  property  protection  worldwide  and  helped  build  a  new 
consensus  around  the  concept  of  strong  copyri^t  enforcement  and  national  treat- 
ment. As  the  international  agency  with  continuing  responsibilities  for  intellectual 
property,  the  W.I.P.0.  seeks  to  fence  in  that  new  consensus  and  bring  it  under  cul- 
tivation in  the  Berne  protocol  and  the  New  Instrument. 

For  the  United  States,  the  concerns  center  around  several  questions:  the  erosion 
of  the  principle  of  national  treatment,  coupled  with  the  growing  tendency  to  condi- 
tion new  rights  and  benefits  on  reciprocity;  the  reluctance  of  European  lawmakers 
and  administrative  bodies  to  recognize  producer's  rights  based  on  the  work  made- 
for-hire  doctrine  of  U.S.  and  British  law;  and  the  growth  of  neighboring  rights  inter- 
ests that  siphon  off  effective  protection  from  the  copyright  realm. 

As  various  countries  try  to  come  to  consensus  on  these  issues,  it  is  clear  that  the 
path  to  achieving  a  Protocol  may  be  difficult.  Key  to  these  difficulties  is  an  under- 
standing of  national  treatment,  its  historical  development,  the  current  political  ten- 
sions that  threaten  its  continued  existence,  and  its  importance  in  achieving  bal- 
anced solutions  to  international  copyright  issues. 

I.  The  Historical  Development  of  National  Treatment 

The  principle  of  national  treatment  has  a  longstanding  tradition  in  international 
copyright  law.  Originally  created  in  bilateral  treaties,  national  treatment  recognizes 
that  the  citizens  of  one  country  shall  enjoy  all  of  the  rights  and  privileges  afforded 
by  the  laws  of  another  country.  Thus,  where  citizens  of  member  country  X  find 
themselves  aggrieved  within  the  borders  of  member  country  Y,  they  may  vindicate 
their  ri^ts  in  member  country  Y  just  as  if  they  were  citizens  of  Y.  In  essence,  they 
are  entitled  to  be  treated  as  nationals  of  member  country  Y,  even  though  they  are 
foreigners.  National  treatment  promotes  comity  among  member  countries  to  an 
agreement,  and  affirms  each  member  country's  recognition  of  common  goals  in  the 
protection  of  individual  ridits. 

National  treatment  haa  its  first  significant  copyright  beginnings  throudi  a  num- 
ber of  bUateral  copyright  treaties  executed  during  the  nineteenth  century.  For  exam- 
file,  Great  Britain  concluded  agreements  with  Prussia  (1846)  France  (1851),  Belgium 
1854),  Sardinia  (I860),  and  Spain  (1880)  that  provided  that  a  work  published  in 
one  of  the  member  states  was  to  be  protected  in  the  other  "as  if  the  work  had  been 
first  published  in  such  other  State  with  the  same  legal  remedies  against  piracy  and 
reproduction."^  Similarly,  Germany  concluded  agreements  with  Belgium  (1883), 
France  (1883),  and  Italy  (1884),  giving  authors  in  each  country  enjoyment  of  "the 
advantages  which  are  now  granted  or  which  shall  in  the  future  be  granted  by  the 
law  for  the  protection  of  works  of  art  and  literature,  and. .  .the  same  protection  and 
the  same  legal  remedies  against  any  infringement  of  their  rights,  as  if  the  same  had 
been  committed  against  national  authors  ."^ 

Although  national  treatment  was  applied  under  a  few  early  bilateral  agreements, 
it  was  not  always  extended  without  limitation.  Perhaps  due  to  lingeiing  suspicions 
of  foreigners  among  the  populace,  several  countries  adopted  the  position  that  their 
copyright  laws  would  only  protect  foreign  authors  to  the  extent  that  such  authors 
would  receive  protection  in  their  own  country  or  the  country  of  first  publication. 
Thus,  Spain  in  its  agreements  with  France  and  Portugal  in  1880  expressly  stipu- 


^S.  Ladas,  The  International  Protection  of  Literary  and  Artistic  Property  57  (1938). 
a/d. 
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lated  that  "authors . . .  who  prove  their  right ...  in  one  of  the  contracting  States,  in 
conformity  with  the  legislation  of  such  State,  shall  enjoy .. .corresponding  rights  in 
the  other  State  and  shall  be  permitted  to  enforce  them  in  the  same  manner  and 
under  the  same  conditions  as  nationals."  ^ 

The  doctrine  of  reciprocity  has  an  even  older  pedigree  than  national  treatment. 
The  first  bilateral  agreements  among  European  states  in  the  early  part  of  the  nine- 
teenth century  were  generally  based  on  reciprocity.  The  theory  of  reciprocal  agree- 
ments is  that  a  foreign  author  should  not  be  entitled  to  greater  protection  in  a  coun- 
try with  high  level  protection  than  that  afforded  by  either  his  country  of  origin  or 
the  country  of  first  publication.  The  reasons  typically  offered  for  reciprocity  were 
fairness  and  eauality.  If  authors  were  granted  greater  rights,  they  would  be  encour- 
aged to  avail  themselves  of  the  foreign  legal  system  on  a  far  greater  and  more  fre- 
quent basis.  Also  authors  of  the  state  with  the  greater  protection  would  be  denied 
similar  rights  in  the  states  with  less  protection  due  to  a  lack  of  equal  or  similar 
protection.  The  doctrine  of  reciprocity  is  somewhat  retaliatory  in  nature:  since  coun- 
try X  does  not  have  the  same  protection  as  country  Y,  country  Y  will  not  give  better 
protection  to  country  X's  nationals  than  country  X  would  give  to  country  Ts  nation- 
als. 

In  the  copyright  field,  reciprocity  gave  way  to  national  treatment  as  the  standard 
for  international  agreements  upon  creation  of  the  Berne  Convention.  The  authors 
who  petitioned  for  an  "international  union  of  states"  to  protect  their  rights  advo- 
cated national  treatment  as  the  cornerstone  of  that  protection.  National  treatment 
has  the  effect  of  gradually  elevating  the  standards  of  protection  since  authors  in 
lower  level  protection  states  are  armed  with  arguments  for  imoroved  protection  in 
their  own  countries.  Even  without  this  natural  tendency  to  higher  levels  of  protec- 
tion, national  treatment  is  usually  favored  by  authors  simply  because  their  works 
are  protected  at  the  highest  possible  level  under  the  laws  of  a  given  country.  In 
short,  agreements  based  on  reciprocity  tend  to  seek  the  lowest  possible  level  as  the 
standard  of  protection,  whereas  agreements  based  on  national  treatment  tend  to 
achieve  higher  levels  of  protection. 

A.  NATIONAL  TREATMENT  IN  THE  BERNE  CONVENTION 

1.  Principles  of  National  Treatment. 

The  concept  of  national  treatment  for  foreign  authors  is  one  of  the  bedrock  prin- 
ciples of  the  Berne  Convention.  Authors  of  Convention  works  are  afforded  the  same 
protections  in  foreign  member  countries  as  are  the  nationals  of  those  countries.  In 
essence,  the  author  is  allowed  to  "step  into  the  shoes"  of  a  national  of  the  country 
wherein  he  or  she  seeks  copyright  protection.  While  the  rule  of  national  treatment 
may  seem  both  basic  for  international  protection  and  easy  to  achieve,  serious  and 
considerable  inroads  have  been  made  in  the  principle  in  recent  years  which  may 
detrimentally  affect  authors'  ability  to  protect  their  works  and  receive  proper  remu- 
neration in  foreign  countries. 

Article  5  (1)  of  the  Berne  Convention  states  the  rule  of  national  treatment: 

Authors  shall  enjoy,  in  respect  of  works  for  which  they  are  protected 
under  this  Convention,  in  countries  of  the  Union  other  than  the  country  of 
origin,  the  rights  which  their  respective  laws  do  now  or  may  hereafter  grant 
to  their  nationals,  as  well  as  the  rights  specially  granted  by  this  Conven- 
tion.'* 

While  the  rule  appears  straightforward,  it  is  not  without  requirements.  First,  only 
works  that  are  "protected  under  this  Convention"  are  subject  to  national  treatment. 
This  provision  not  only  covers  the  obvious  situation  of  excluding  non-Berne  works 
(i.e.  the  works  of  authors  of  non-member  countries  which  were  not  first  published 
in  a  Berne  country),  but  also  qualifies  the  rights  of  authors  that  are  protected.  The 
Preamble  to  the  Berne  Convention  states  that  "The  countries  of  the  Union,  being 
equally  animated  by  the  desire  to  protect,  in  as  effective  and  uniform  a  manner  as 
possible,  the  rights  of  authors  in  their  literary  and  artistic  works."  (emphasis  added). 
Thus,  what  is  protected  under  Berne,  and  is  entitled  to  national  treatment,  is  the 
"rights  of  authors  in  their  literary  and  artistic  works." 

Second,  national  treatment  means  that  authors  in  one  contracting  country  eiyoy 
in  other  union  countries  the  same  "rights  which  their  respective  laws  [i.e.  the  laws 
of  the  foreign  country]  do  now  or  may  thereafter  grant  to  their  nationals  [i.e.  the 
citizens  of  the  foreign  country]."'  The  "respective  laws"  of  the  foreign  country  man- 


ajd  at  58. 

■•Berne  Convention  for  the  Protection  of  Literary  and  Artistic  Works,  (Paris  1971),  Art.  5(1). 

^Id.  (parentheticals  added). 
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dates  each  member  country  to  extend  national  treatment  under  the  Berne  Conven- 
tion to  any  laws  that  protect  the  "rights  of  authors  in  their  literary  and  artistic 
works."  This  means  any  law  that  affects  the  "rights  of  authors  in  their  literary  and 
artistic  works,"  whether  that  law  is  described  as  a  copyright  law,  tax  law,  or  some- 
thing else.®  The  description  given  that  law  by  the  foreign  country  does  not  alleviate 
the  country's  obligation  of  national  treatment  under  Berne.  Thus,  for  example,  a  tax 
on  photocopying  machineiy  that  compensates  authors  for  reproduction  of  their 
works  affects  the  "rights  of  authors  in  their  literary  and  artistic  works"  and  must 
be  given  national  treatment." 

Finally,  authors  are  not  only  afforded  protection  of  the  "respective  laws"  of  the 
foreign  country,  but  also  entitled  to  the  "rights  soecially  granted"  bv  the  Berne  Con- 
vention. This  refers  to  the  "minimum  standards  afforded  by  the  Berne  Convention 
for  the  protection  of  authors'  works.  "Minimum  standards"  are  essentially  a  bundle 
of  basic  rights  that  must  be  afforded  Berne  authors.  Each  Berne  country  must  afford 
these  rights  to  foreign  authors,  although  such  countries  are  free  to  deny  these  ri^ts 
to  their  own  nationals.  For  example,  Article  16(1)  of  Berne  provides  for  the  remedy 
of  seizure  of  infringing  works.  Ii  a  U.S.  national's  work  was  infringed  in  France, 
France  would  be  required  to  make  seizure  available  to  that  national.  However, 
France  is  free  under  the  Convention  to  deny  its  own  citizens  the  remedy  of  seizure, 
just  as  the  United  States  could  so  deny  its  own  citizens.'  The  Berne  minimum 
standards,  however,  require  member  countries  to  grant  foreigners  those  Convention 
rights.  Thus,  under  Article  5(1),  foreign  Berne  authors  are  entitled  to  national  treat- 
ment in  Berne  states,  as  well  as  the  minimum  standards  of  the  Convention. 

2.  Exceptions  to  National  Treatment  Permitted  in  the  Berne  Convention. 

While  national  treatment  is  universal  in  its  application  to  the  Berne  Convention, 
it  is  not  without  exceptions.  Specifically,  Berne  provides  certain  circumstances 
where  the  concept  of  "reciprocity,  as  opposed  to  national  treatment,  may  be  applied. 
Reciprocity  means  that  a  nation  will  only  accord  a  foreigner  a  right  or  ri^ts  if  the 
country  where  that  foreigner  comes  from  also  makes  that  right  or  rights  available 
to  its  own  citizens.  For  example,  in  the  situation  described  earlier  involving  France's 
tax  on  photocopjang  equipment  for  the  benefit  of  authors,  France  will  only  allow 
those  foreign  authors  whose  own  nation  also  collects  a  similar  tax  (and,  of  course, 
allows  French  nationals  to  share  in  the  proceeds)  to  share  in  the  proceeds  of  the 
French  tax.  Reciprocity  is  an  exception  to  national  treatment  and,  as  such,  should 
be  interpreted  most  narrowly. 

The  Berne  Convention  permits  reciprocity,  rather  than  national  treatment,  in  four 
specific  circumstances:  (1)  Article  2(7) — works  of  applied  art,  industrial  designs  and 
models.  Paragraph  7  of  Article  2  provides: 

Subject  to  the  provisions  of  Article  7(4)  of  this  Convention,  it  shall  be  a 
matter  for  legislation  in  the  countries  of  the  Union  to  determine  the  extent 
of  the  application  of  their  laws  to  works  of  applied  art  and  industrial  de- 
signs and  models,  as  well  as  the  conditions  under  which  such  works,  de- 
signs and  models  shall  be  protected.  Works  protected  in  the  country  of  ori- 
e'n  solely  as  designs  and  models  shall  be  entitled  in  another  country  of  the 
nion  only  to  such  special  protection  as  is  granted  in  that  country  to  de- 
signs and  models;  however,  if  no  such  special  protection  is  granted  in  that 
country,  such  works  shall  be  protected  as  artistic  works.® 

This  article  covers  the  situation  where  a  work  is  protected  in  a  foreign  country 
both  under  its  industrial  design  law  and  copyright  law,  but  the  country  where  the 
work  was  created  only  protects  the  woric  under  its  industrial  design  law.  The  foreign 
country  can  demand  reciprocity  and  deny  copyright  protection,  unless  the  country 
where  the  work  was  created  also  protects  the  woric  under  its  copyright  laws.^  Al- 
though copyright  protection  may  be  denied,  the  foreign  country  must  still  afford  pro- 
tection of  the  work  under  its  industrial  design  law. 

(2)  Article  6(1) — "back-door"  protection.  Paragraph  1  of  Article  6  provides: 

Where  any  country  outside  the  Union  fails  to  protect  in  an  adequate 
manner  the  works  of  authors  who  are  nationals  oi  one  of  the  countries  of 


'Unfortunately,  a  country  may  argue  as  France  did  when  it  passed  such  a  law  in  1976  that 
such  a  tax  did  not  encompass  Berne  rights,  and  therefore  foreign  authors  would  not  receive  na- 
tional treatment  with  respect  to  entitlement  of  the  monies  collected  by  this  tax.  See  Steup,  The 
Rule  of  National  Treatment  for  Foreigners  and  its  Application  to  New  Benefits  for  Authors,  25 
Bull.  Copr.  Soc'y.  279,  280  (1978). 

''As  a  point  of  fact,  both  countries  do  afford  the  remedy  of  seizure  to  their  nationals. 

» Supra  note  4,  Art.  2(7). 
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the  Union,  the  latter  country  may  restrict  the  protection  given  to  the  works 
of  authors  who  are,  at  the  date  of  first  pubUcation  thereof,  nationals  of  the 
other  country  and  are  not  habitually  resident  in  one  of  the  countries  of  the 
Union.  K  the  country  of  first  publication  avails  itself  of  this  ri^t,  the  other 
countries  of  the  Union  shall  not  be  required  to  grant  to  works  thus  sub- 
jected to  special  treatment  a  wider  protection  than  that  granted  to  them  in 
the  country  of  first  publication. ^° 

This  provision  covers  the  situation  where  a  foreign  author  of  a  non-member  state 
obtains  'T)ack-door''  protection  of  his  or  her  work  by  first  publication  of  the  work  in 
a  member  country.  The  provision  essentially  allows  the  member  state  to  punish  the 
non-member  state  for  lack  of  adequate  protection  by  denying  the  non-member  state's 
author  national  treatment,  even  though  the  non-member  author  has  first  published 
in  the  member  country.  For  example,  if  a  national  of  a  non-member  state  first  pub- 
lishes his  work  in  the  United  States,  the  United  States  may  restrict  the  protection 
of  that  national  by  requiring  reciprocity.  If  the  United  States  does  so,  then  other 
mernber  countries  are  not  required  to  give  any  greater  protection  to  such  works 
than  they  receive  in  the  United  States.  Article  6(1)  thus  prevents  an  author  of  a 
non-member  country  from  putting  himself  in  a  better  position  by  first  publishing  in 
a  member  state  (i.e.  obtaining  greater  protection)  than  he  would  have  been  under 
the  laws  of  his  own  country.  Few  countries,  however,  have  actually  implemented  or 
applied  this  provision.  The  United  States  does  not  apply  it. 

Cs)  Article  7(8)— term  of  protection.  Paragraph  8  of  Article  7  provides: 

In  any  case,  the  term  [of  protection]  shall  be  governed  by  the  legislation 
of  the  country  where  protection  is  claimed;  however,  unless  the  legislation 
of  that  country  otherwise  provides,  the  term  shall  not  exceed  the  term  fixed 
in  the  country  of  origin  of  the  work.^^ 

Article  7(8)  covers  the  situation  where  the  country  in  which  the  work  originates 
provides  for  a  shorter  term  of  copyright  than  the  country  where  protection  is  being 
sought.  In  that  case,  the  latter  country  need  only  give  the  woric  the  same  number 
of  years  of  copyright  protection  as  it  would  have  received  in  its  country  of  origin. 
For  example,  where  the  term  of  copyright  in  the  country  of  origin  is  50)  years  and 
is  75  years  in  the  country  where  protection  is  being  sought,  the  protecting  country 
need  only  follow  the  50  year  term. 

(4)  Article  14ter{2}— droit  de  suite.  Paragraph  (2)  of  Article  14ter  provides: 

The  protection  provided  by  the  proceeding  paragraph  [the  ri^t  of  droit 
de  suite]  may  be  claimed  in  a  country  of  the  Union  only  if  the  legislation 
of  the  country  to  which  the  author  belongs  so  permits,  and  to  the  extent 
permitted  by  the  country  where  this  protection  is  claimed.^^ 

The  right  of  "droit  de  suite"  allows  an  author  to  share  in  the  proceeds  of  any  sale 
of  his  or  her  work  after  the  first.  Thus,  where  an  author  sells  his  painting  for  a 
relatively  modest  price  and  the  work  appreciates  in  value  and  is  subsequently  sold 
at  a  greater  price,  the  author  is  allowed  to  share  in  the  proceeds  of  that  sale.  The 
right  of  droit  de  suite  under  the  Berne  Convention  is  confined  to  "works  of  art  and 
original  manuscripts  of  writers  and  composers."  ^^ 

Article  14teri2)  permits  countries  that  recognize  droit  de  suite  to  apply  it  onlyto 
works  of  nationals  of  other  countries  which  likewise  recognize  droit  de  suite.  The 
commonly  offered  rationale  for  the  use  of  reciprocity,  as  opposed  to  national  treat- 
ment, in  the  case  of  droit  de  suite  is  that  it  is  not  a  copyright  right  in  the  strict 
sense.  Rather,  allowing  authors  to  share  revenues  from  future  sales  of  their  works 
is  more  of  a  benefit  to  authors  based  on  their  status  as  authors,  as  opposed  to  a 
direct  utilization  of  the  woric.  Because  it  is  not  copyri^t,  national  treatment  is  not 
required.  Althou^  Berne  expressly  permits  this  result,  the  logic  of  the  provision  is 
not  without  criticism.^* 

The  four  exceptions  described  above  to  national  treatment  are  the  only  ones  ex- 
pressly recognized  in  the  Berne  Convention.  There  are  other  circumstances,  how- 
ever, where  certain  Berne  member  countries  insist  on  reciprocity  before  affording 
protection  to  foreign  authors.  The  most  prevalent  of  these  "unwritten  exceptions"  in- 
volves the  public  lending  right.  The  public  lending  right  involves  remunerating  au- 
thors for  the  public  lenmng  of  books  oy  non-profit  libraries.  The  basis  for  collection 


^°  Supra,  note  4,  Art.  6(1). 

^^  Supra,  note  4,  Art.  7(8)  (parenthetical  added). 

^ Supra,  note  4,  Art  14ter(2),  (parenthetical  added). 

^ Supra,  note  4,  Art  14tei:<l). 

^*  Supra,  note  7,  at  279,  280.  25  Bull.  Copr.  Soc'y.  279,  284-85  (1978). 
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of  the  public  lending  right  payments  is  either  the  number  of  books  stocked  in  librtir- 
ies  and/or  the  number  of  loans  made.  Both  groups  of  numbers  are  normally  gathered 
through  sampling.  Of  the  countries  which  have  a  public  lending  right,  only  Germany 
recognizes  the  right  in  its  copyright  laws  and  therefore  accords  national  treatment. 
The  other  countries  insist  on  reciprocity  on  the  grounds  that  the  public  lending  right 
is  not  a  right  grounded  in  copyright  and  therefore  not  subject  to  Berne. 

3.  Other  Exceptions. 

The  growing  recognition  of  the  public  lending  right  as  a  "fifth"  exception  to  the 
Berne  rule  of  national  treatment  has  prompted  the  W.I.P.O.  to  recommend  that 
Berne  expressly  recognize  the  exception.*'  Although  the  W.I.P.O.  acknowledges  that 
such  a  recognition  should  be  made,  it  is  quick  to  warn  that  exceptions  to  the  rule 
of  national  treatment  should  be  made  sparingly  and  read  narrowly.^^  Indeed,  in 
order  for  there  to  be  secure  world-wide  protection  against  broad-scale,  uncompen- 
sated exploitation  of  woiks,  the  principle  of  national  treatment  must  remain  the 
bedrock  of  the  Berne  Convention. 

B.  NATIONAL  TREATMENT  IN  THE  UNIVERSAL  COPYRIGHT  CONVENTION 

In  1954,  the  United  States  joined  the  Universal  Copyright  Convention  (UCC),  al- 
though its  adherence  did  not  become  effective  untU  September  of  1955.  The  UCC 
was  revised  in  1971  in  Paris,  primarily  in  response  to  the  entreaties  of  developing 
countries  to  allow  them  more  latitude  with  protection.  Although  the  United  States 
has  withdrawn  from  participation  in  UNESCO,  the  administering  agency  of  the 
UCC,  the  Convention  still  remains  in  force  in  the  U.S.^"'  Like  the  Berne  Convention, 
the  UCC  is  founded  on  the  concept  of  national  treatment.  Article  II  provides: 

1.  Published  works  of  nationals  of  any  Contracting  State  and  works  first 
published  in  that  State  shall  enjoy  in  each  other  Contracting  State  the 
same  protection  as  that  other  State  accords  to  works  of  its  nationals  first 
published  in  its  own  territory. 

2.  Unpublished  works  of  nationals  of  each  Contracting  State  shall  enjoy 
in  each  other  Contracting  State  the  same  protection  as  that  other  State  ac- 
cords to  unpublished  wores  of  its  own  nationals, . .  .i* 

The  UCC  is  not  specific  with  regard  to  what  types  of  domestic  laws  are  applicable 
to  foreign  nationals.  Thus,  protection  might  not  necessarily  fall  under  a  nation's 
copyright  laws,  and  could  be  part  of  neighboring  rights,  patent  laws,  etc.  What  must 
be  accorded  is  the  same  protection  enjoyed  by  nationals.  While  national  treatment 
generally  governs,  there  are  some  circumstances  where  a  member  country  can  re- 
strict or  limit  protection.  Article  IV  provides  that  the  "duration  of  protection  of  a 
work  shall  be  governed... by  the  law  of  the  Contracting  State  in  which  protection 
is  claimed"  but  that  protection  shall  "not  be  less  than  the  life  of  the  author  and  25 
years  after  his  death."  The  UCC  therefore  directs  that  domestic  law  governs  the 
term  of  copyright,  but  establishes  a  minimum  criteria  of  life  of  the  author  plus  25 
years.  Subparagraph  4  of  Article  IV  then  limits  the  term  of  protection  in  excess  of 
life  plus  25  by  stating  that  "[n]o  Contracting  State  shall  be  obliged  to  grant  protec- 
tion to  a  work  for  a  period  longer  than  that  fixed  for  the  class  of  works  to  which 
the  work  in  question  belongs,  in  the  case  of  unpublished  works  by  the  law  of  the 
Contracting  State  of  which  the  author  is  a  national,  and  in  the  case  of  published 
works  by  the  law  of  the  Contracting  State  in  which  the  work  has  been  first  pub- 
lished." Art  IV(4).  This  is  the  "rule  of  the  shorter  term." 

As  with  the  Berne  Convention,  the  rule  of  the  shorter  term,  if  implemented  by 
national  law,  prevents  a  foreign  national  from  enjoying  a  greater  term  of  protection 
than  he  or  she  would  have  enjoyed  in  his  or  her  own  country  (beyond  the  Conven- 
tion minimum  of  life  plus  25).  The  Convention,  however,  sets  out  the  rule  of  the 
shorter  term  in  a  permissive  fashion,  so  that  a  member  State  may  still  afford  for- 


^ Memorandum  of  the  Committee  (^Experts  on  a  Possible  Protocol  to  the  Berne  Convention 
for  the  Protection  of  Literary  and  Artistic  Works,  35-36  (March  12,  1993). 

i«/dat28. 

1'' Since  U.S.  adherence  to  the  Berne  Convention,  the  UCC  may  have  diminished  somewhat 
in  significance.  Even  so,  the  United  States  continues  to  participate  actively  in  the  Intergovern- 
mental Committee,  (the  UCC  governing  body),  and  enjoys  copyright  relations  with  approxi- 
mately 40  countries  exclusively  through  the  U.C.C.  It  should  be  noted,  however,  that  Article 
XVII  of  the  UCC  contains  a  "Berne  safeguard  clause"  which  prevents  a  Berne  country  from  de- 
nouncing its  obligations  under  Berne  and  relying  on  the  UCC  when  dealing  with  other  Berne 
countries.  Thus,  the  United  States  cannot  look  to  the  UCC  provisions  concerning  any  work  origi- 
nating in  a  Berne  country  even  though  that  country  may  also  belong  to  the  UCC. 

"Universal  Copyright  Convention  as  Revised  at  Paris,  1971,  Art.  II. 
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eign  nationals  the  same  term  of  protection  as  its  own  nationals,  even  where  the         | 
country  of  origin  of  the  work  provides  a  shorter  term. 

C.  NATIONAL  TREATMENT  IN  THE  ROME  AND  PHONOGRAMS  CONVENTIONS 

1.  Rome  Convention. 

The  International  Convention  for  the  Protection  of  Performers,  Producers  of 
Phonograms  and  Broadcasting  Organizations  (hereinafter  referred  to  as  the  "Rome 
Convention")  was  finalized  in  1961  and  came  into  force  in  May  of  1964.  The  Conven- 
tion addresses  what  are  known  as  "neighboring  ri^ts"— rights  of  protection  which 
accrue  to  those  other  than  authors  (such  as  performers,  producers,  broadcasters). 
The  United  States  is  not  a  signatory  to  the  Rome  Convention,  but  nearly  40  coun- 
tries are  and  its  provisions  are  significant  particularlv  to  those  countries  that  favor 
reciprocity  in  protecting  the  works  of  foreign  nationals.  Article  2  of  the  Rome  Con- 
vention specifically  provides  for  national  treatment  among  member  States.  It  states: 

(1)  For  the  purposes  of  this  Convention,  national  treatment  shall  mean 
the  treatment  accorded  by  the  domestic  law  of  the  Contracting  State  in 
which  protection  is  claimed: 

(a)  to  performers  who  are  its  nationals,  as  regards  performances  taking 
place,  broadcast,  or  first  fixed,  on  its  territory; 

(b)  to  producers  of  phonograms  who  are  its  nationals,  as  regards 
phonograms  first  fixed  or  first  published  on  its  territory; 

(c)  to  broadcasting  organizations  which  have  their  headquarters  on  its 
territory,  as  regards  broadcasts  transmitted  from  transmitters  situated  on 
its  territory. 

(2)  National  treatment  shall  be  subject  to  the  protection  specifically  guar- 
anteed, and  the  limitations  specifically  provided  for,  in  this  Convention.^^ 

The  rule  of  national  treatment  applies  to  the  minimum  standards  which  are  set 
in  Articles  7  (performers),  10  (producers  of  phonograms)  and  13  (broadcasters)  of  the 
Convention.  According  to  the  terms  of  the  Convention,  should  a  member  State  fail 
to  grant  its  own  nationals  one  or  more  of  the  minimum  rights,  it  stiU  must  grant 
such  rights  to  nationals  of  other  member  States.  It  was  acknowledged  during  the 
formation  of  the  Convention  that  national  laws  on  the  protection  of  neighboring 
rights  were  widely  varied.  Consequently,  the  grant  of  certain  minimal  protections 
was  a  necessity .20  The  concept  of  "national  treatment"  is  modified  slightly  in  that 
there  can  be  circumstances  where  a  member  State  must  grant  rights  to  foreign  na- 
tionals that  it  does  not  grant  to  its  own. 

The  Rome  Convention  contains  several  exceptions  to  the  rule  of  national  treat- 
ment. Article  12  provides  that  "[i]f  a  phonogram  published  for  commercial  purposes, 
or  a  reproduction  of  such  phonogram,  is  used  directly  for  broadcasting  or  for  any 
communication  to  the  public,  a  single  equitable  remuneration  shall  be  jjaid  by  the 
user  to  the  performers,  or  to  the  producers  of  the  phonograms,  or  to  both."  However, 
Article  16(lXa)(iv)  allows  a  member  State  to  limit  protection  to  the  extent  which  an- 
other member  State  protects  nationals  of  the  former.  The  "reservation"  of  Article 
16(lXaXiv)  must  be  expressly  stated  by  the  member  country. 

To  give  an  example,  suppose  that  State  A  makes  the  (aXiv)  declaration.  State  B 
applies  Article  12  without  reservation,  and  State  C  rules  out  Article  12  altogether. 
A  phonogram  made  by  a  national  of  State  B  is  broadcast  in  State  A.  The  national 
of  B  may  claim  remuneration  granted  under  Article  12.  The  same  is  not  true  for 
a  national  of  State  C,  however,  since  his  or  her  country  gives  no  remuneration  for 
secondary  uses  of  phonograms.  State  A  may  therefore  refuse  the  national  of  State 
C  remuneration  on  the  grounds  of  reciprocity .^i 

The  reciprocity  permitted  in  (aXiv)  is  limited  somewhat  by  the  second  phrase  of 
the  subsection  that  governs  beneficiaries.  It  provides  that  'the  fact  that  the  Con- 
tracting State  of  which  the  producer  (of  a  phonogram)  is  a  national  does  not  grant 
the  protection  to  the  same  beneficiary  or  beneficiaries  as  the  State  making  the  dec- 
laration shall  not  be  considered  as  a  difference  in  the  extent  of  the  protection.  Art. 
16(lXaXiv).  Thus,  a  State  that  grants  protection  only  to  producers  may  not  refuse 
protection  to  a  State  that  grants  protection  onlv  to  performers,  and  vice  versa.  In 
the  example  given  above,  if  State  A  only  provides  for  remuneration  to  performers. 
State  B  only  to  phonogram  producers,  and  State  C  to  both,  there  is  no  difference 


i»  Guide  to  the  Rome  Convention  and  to  the  Phonograms  Convention,  (WIPO,  1981),  Art.  2, 
at  19. 
2°/d  at  20. 
21 /d  at  61. 
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in  protection  between  the  three  states.  Reciprocity  cannot  be  applied  to  deny  either 
performers  or  producers  protection.^^ 

As  noted  above,  the  United  States  is  not  a  signatory  to  the  Rome  Convention.  As 
a  result,  and  given  the  often  vague  definition  of  what  is  or  is  not  a  "neighboring 
right"  U.S.  authors  can  often  be  faced  with  denial  of  protection  in  foreign  states  on 
the  grounds  of  reciprocity. 

2.  Phonograms  Convention. 

The  Convention  for  the  Protection  of  Producers  of  Phonograms  Against  Unauthor- 
ized Duplication  of  Their  Rionograms  (hereinafter  referred  to  as  the  "Phonograms 
Convention")  was  finalized  in  1971  and  came  into  force  in  April  of  1973.  The  Con- 
vention was  created  with  the  single  goal  of  fighting  international  record  piracy, 
which  began  to  become  a  worldwide  problem  in  the  late  1950's  and  1960's.  The  Con- 
vention protects  producers,  as  well  as  performers  and  authors  of  recorded  works. 
The  United  States  is  a  member  of  the  Phonograms  Convention. 

The  Phonograms  Convention  does  not,  in  the  true  sense,  follow  the  rule  of  na- 
tional treatment  since  the  Convention  allows  member  states  latitude  in  electing  the 
form  of  law  on  which  protection  rests — copyright,  nei^boring  rights,  unfair  competi- 
tion, etc.  Article  2  sets  out  the  obligations  of  the  contracting  states  and  whom  and 
against  what  they  must  protect.  It  provides: 

Each  Contracting  State  shall  protect  producers  of  phonograms  who  are 
nationals  of  other  Contracting  States  against  the  making  of  duplicates 
without  the  consent  of  the  producer  and  against  the  importation  of  such  du- 
plicates, provided  that  any  such  making  or  importation  is  for  the  purpose 
of  distribution  to  the  public,  and  against  the  distribution  of  such  duplicates 
to  the  public.23 

The  nature  of  the  protection  that  must  be  afforded — copyri^t,  neighboring  rights, 
or  unfair  competition — is  not  specified,  but  is  left  to  the  domestic  law  of  the  con- 
tracting states.  Article  4  describes  the  term  of  protection,  which  must  be  at  least 
twenty  years  from  the  year  in  which  the  sounds  were  first  fixed  or  the  year  of  first 
publication.  Unlike  the  copyright  conventions,  the  Phonograms  Convention  provides 
no  reciprocity  (i.e.  no  rule  of  the  shorter  term)  since  there  is  only  a  minimum  num- 
ber of  years  of  protection  established  by  the  Convention.  Member  states  are  free  to 
provide  as  many  years  of  protection  in  excess  of  twenty  as  they  wish.  The  concepts 
of  reciprocity  and  national  treatment  therefore  have  little  application  with  respect 
to  the  Phonograms  Convention. 

n.  Current  International  Copyright  Discussions 

A.  STATUS  OF  THE  CURRENT  "TRIPS"  NEGOTIATIONS 

After  a  period  of  quietude,  the  GATT  negotiations  are  being  reenergized  by  the 
Clinton  Administration.  While  last  year's  impasse  was  largely  attributable  to  well 

fmblicized  conflicts  over  agricultural  products,  disputes  were  frequent  in  the  intel- 
ectual  property  area  as  well.  When  we  resolve  these  differences,  we  will  reap  the 
harvest  of  higher  levels  of  copyright  protection  in  all  markets. 

'TRIPS"  (Trade  Related  Aspects  of  Intellectual  Property  Rights)  was  introduced 
into  the  GATT  negotiations  in  the  current  Uruguay  Round.  Cojpyright  industries 
sought  to  include  intellectual  property  principles  into  the  GATT  tor  essentially  two 
reasons:  first,  to  bridge  the  chasm  between  industrialized  countries  and  developing 
countries  which  effectively  blocked  normal  evolution  of  intellectual  property  prin- 
ciples; and,  second,  to  bring  the  strong  enforcement  mechanisms  available  under  the 
GATT  into  the  intellectual  property  conventions,  which  were  relatively  toothless. 

The  American  negotiating  strategy  for  the  Uruguay  Round  was  termed  "Berne 
plus."  Under  this  approach,  we  sought  to  require  GATT  signatories  to  grant  aU  of 
the  rights  guaranteed  by  the  Berne  Convention  as  well  as  some  add-on  obligations. 
While  oversimplifying  somewhat,  the  add-ons  included  the  following:  (1)  the  right 
to  control  public  distribution  of  copies  of  works,  especially  imports;  (2)  post-first  sale 
rental  rights  for  copies  of  sound  recordings  and  computer  programs;  (3)  a  definition 
of  the  term  "public";  (4)  recognition  of  the  potential  status  of  juridical  entities  as 
authors  under  national  copyright  laws;  5)  copyright  protection  for  sound  recordings 
or  its  close  equivalent;  (6)  a  new  standard  related  to  "fair  use"  in  U.S.  law;  (7)  ex- 
press recognition  of  computer  programs  as  literary  works  and  protection  for 
databases  mat  qualify  unaer  Berne  as  collections  or  compilations;  and  (8)  detailed 


22 /d  at  62. 

23 /d  Art.  2  at  99. 
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obligations  to  provide  ri^ts  holders  with  the  ability  to  enforce  their  rights  and  sup- 
press infringements. 

Early  in  the  negotiations  in  the  Uruguay  Round,  the  United  States  realized  its 
approach  might  be  overly  ambitious.  As  expected,  the  developing  countries  bridled 
a  bit  at  the  prospect  of  incorporating  intellectual  property  principles  into  the  GATT. 
What  was  not  expected,  however,  was  the  degree  of  disagreement  among  the  indus- 
trialized countries. 

In  the  last  decade,  rapid  technological  change  created  pressures  within  industri- 
alized countries  to  expand  the  rights  of  copyright  owners  in  order  properly  to  com- 
pensate such  owners  for  new  uses  of  their  creations.  As  might  be  expected,  copyright 
solutions  were  often  unique  to  a  particular  industrialized  country.  In  international 
negotiations  over  recognizing  new  intellectual  property  rights,  each  industriahzed 
country,  or,  in  the  case  of  the  European  Community  (EC),  each  group  of  industri- 
alized countries,  attempts  to  have  its  copyright  solutions  adopted  as  the  inter- 
national standard. 

A  particular  source  of  tension  between  the  United  States  and  the  EC  concerns  the 
issue  of  national  treatment.  To  American  copyright  proprietors,  national  treatment 
is  sacrosanct.  The  U.S.  copyright  law  provides  no  incidences  where  eligible  foreign 
copyright  owners  are  treated  less  favorably  than  American  owners.  In  international 
circles,  Americans  believe  that  there  should  be  no  deviations  from  national  treat- 
ment unless  the  deviation  is  specifically  permitted  by  the  intellectual  property  con- 
ventions. 

Europeans  generally  support  national  treatment  with  respect  to  the  traditional 
means  of  exploiting  intellectual  property.  However,  with  respect  to  the  emergence 
of  "new"  rights  to  compensate  copyright  owners,  the  Europeans  generally  favor  reci- 
procity over  national  treatment.  They  ai^gue  that  extenmng  national  treatment  to 
"new"  rights  creates  "free  riders"  whose  presence  discourages  the  expansion  of  intel- 
lectual property  rights.^*  This  position  led  to  friction  with  American  copyright  own- 
ers over  a  number  of  copyright  regimes,  including  rental  of  motion  pictures,  funds 
for  private  copying,  public  lending,  and  participation  in  various  collecting  societies. 

Two  years  ago,  simultaneous  hearings  were  held  before  the  respective  Congres- 
sional Subcommittees  regarding  international  intellectual  property  developments. 
These  discussions  were  dominated  by  a  recounting  of  the  trials  and  tribulations  the 
United  States  was  experiencing  in  the  GATT  negotiations.  By  that  time,  it  had  be- 
come clear  that  most  of  the  American  proposals  for  recognizing  intellectual  property 
rights  beyond  those  provided  in  the  intellectual  property  conventions  would  face 
strong  opposition.  The  dispute  with  the  European  Community  over  national  treat- 
ment was  possibly  the  most  serious  impasse. 

At  the  end  of  1991,  it  appeared  that  the  GATT  negotiations  had  bogged  down.  In 
order  to  bridge  the  numerous  differences  which  remained,  GATT  Director  General 
Dunkel  offered  a  draft  text.  Coined  the  "Dunkel  text"  the  proposed  draft  had  many 
positive  features  from  an  American  perspective.  It  incorporated  by  reference  the  lev- 
els of  protection  mandated  by  the  Berne  Convention  and  the  Geneva  Phonogram 
Convention.  It  established  computer  programs  as  copyrightable  literary  works  and 
required  a  fifty  year  term  of  protection  for  sound  recordings. 

On  the  negative  side  of  the  ledger,  the  Dunkel  text  failed  to  adopt  some  of  the 
positions  which  American  interests  believed  to  be  highly  important.  One  of  the 
shortcomings  is  the  subject  of  national  treatment.  The  draft  text  contains  an  article 
on  national  treatment  essentially  incorporating  the  accepted  standards  of  the  Berne 
Convention.  Nobody  believes,  however,  that  the  Dunkel  text  resolves  the  differences 
between  the  United  States  and  the  EC  on  the  subject  of  national  treatment.  Instead, 
it  appears  to  essentially  maintain  the  status  quo. 

The  prospects  for  successful  TRIPS  negotiations  likely  depend  in  large  measure 
on  the  standards  which  the  United  States  chooses  to  einbrace  in  judging  the  even- 
tual treaty.  One  of  the  primary  goals  of  TRIPS  has  always  been  the  repression  of 
classic  piracy — essentially  unauthorized  reproduction,  distribution,  and  public  per- 
formance. If  this  limited  vision  of  TRIPS  is  adopted,  TRIPS  is  likely  to  be  highly 
successful. 

In  developing  a  negotiating  posture,  however,  American  interests  embraced  a 
larger  vision  of  using  TRIPS  to  clarify  copyright  issues  in  emerging  areas.  On  this 
score,  the  TRIPS  negotiations  have  been  less  successful,  and  the  prospects  for 
mariced  improvement  appear  uncertain. 


**  Undoubtedly,  the  dominant  position  of  the  United  States  in  many  areas  ofintellectual  prop- 
erty fuels  the  concerns  of  the  Europeans.  American  claimants  could  well  dominate  in  the  finan- 
cial participation  of  some  of  the  funds,  while  European  nationals  would  receive  no  ofTsetting 
compensation  in  the  United  States  in  the  areas  lacking  similar  compensation  schemes. 
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Many  of  the  shortcomings  of  the  TRIPS  texts  are  in  the  field  of  neighboring 
rights,  where  it  is  hard  pohtically  to  estabHsh  the  right  of  national  treatment.  The 
North  America  Free  Trade  Agreement  (NAFTA)  appears  more  successful  than 
TRIPS  in  establishing  national  treatment  obligations  for  future  "rights"  in  copy- 
rights and  neighboring  rights. 

B.  THE  NORTH  AMERICAN  FREE  TRADE  AGREEMENT 

The  recently  completed  North  American  Free  Trade  Agreement  has  an  extensive 
chapter  covering  intellectual  property  rights.  While  the  provisions  in  this  chapter 
are  not  perfect  from  an  American  prospective,^'*  in  general,  terms  of  this  chapter 

Erobably  represent  the  strongest  recent  international  agreement  the  United  States 
as  been  able  to  secure  in  the  area  of  intellectual  property  rights. 
As  regarding  copyright,  Chapter  17  of  NAFTA  incorporates  by  reference  the  mini- 
mum level  of  protection  guaranteed  by  the  Geneva  Phonogram  Convention  and  the 
Paris  text  of  the  Berne  Convention.  Article  1703  of  the  Agreement  governs  national 
treatment,  and  provides  as  follows: 

(1)  Each  Party  shall  accord  to  nationals  of  another  Party  treatment  no 
less  favorable  than  it  accords  to  its  own  nationals  with  regard  to  the  protec- 
tion and  enforcement  of  all  intellectual  property  rights.  In  respect  of  sound 
recordings,  each  Party  shall  provide  such  treatment  to  producers  and  per- 
formers of  another  Party,  except  that  a  Party  may  limit  rights  of  perform- 
ers of  another  Party  in  respect  of  secondsiry  uses  of  sound  recordings  to 
those  rights  its  nationals  are  accorded  in  the  territoiy  of  such  other  Party. 

(2)  No  Party  may,  as  a  condition  of  according  national  treatment  under 
this  Article,  require  right  holders  to  comply  with  any  formalities  or  condi- 
tions in  order  to  acquire  rights  in  respect  of  copyright  and  related  rights. 

(3)  A  Party  may  derogate  from  psu-agraph  1  in  relation  to  its  judicial  and 
administrative  procedures  for  the  protection  or  enforcement  of  intellectual 
property  rights,  including  any  procedure  requiring  a  national  of  another 
Party  to  designate  for  service  of  process  an  address  in  the  Party's  territory 
or  to  appoint  an  agent  in  the  Party's  ttiritory,  if  the  derogation  is  consist- 
ent with  the  relevant  Convention  listed  in  Article  1701(2),  provided  that 
such  derogation: 

(a)  is  necessary  to  secure  compliance  with  measures  that  are  not  in- 
consistent with  this  Chapter,  and 

(b)  is  not  applied  in  a  manner  that  would  constitute  a  disguised  re- 
striction on  trade. 

(4)  No  Party  shall  have  any  obligation  under  this  Article  with  respect  to 
procedures  provided  in  multilateral  agreements  concluded  under  the  aus- 
pices of  the  World  Intellectual  Property  Organization  relating  to  the  acqui- 
sition or  maintenance  of  intellectual  property  rights. 

A  consistent,  and  broad  application  of  the  principle  of  national  treatment  has  long 
been  an  important  foreign  policy  goal  of  the  United  States.  The  NAFTA  provision 
on  national  treatment  is  considered  stronger  and  more  straightforward  than  the 
Dunkel  text  of  the  proposed  TRIPS  Agreement.  The  unambiguous  statement  requir- 
ing "each  Party  [tof  accord  to  nationals  of  the  other  Parties  treatment  no  less  favor- 
able than  that  it  accords  to  its  own  nationals"  carries  this  goal  forward.  In  only  one 
area  does  NAFTA  replace  national  treatment  with  reciprocity,28  and  in  comparison 
to  numerous  efforts  m  other  international  arenas  to  restrict  national  treatment  in 
favor  of  reciprocity,  this  limited  application  of  reciprocity  appears  justifiable. 

The  Berne  Protocol 

Since  1990,  the  World  Intellectual  Property  organization  has  held  meetings  to  dis- 
cuss the  appropriateness  and  form  of  a  Protocol  to  the  Berne  Convention  for  the  pro- 
tection of  Literary  and  Artistic  works.  For  a  variety  of  reasons,  timely  revision  of 
the  Berne  Convention  has  not  been  feasible.  The  adoption  of  a  Protocol  open  to  all 
Berne  Union  members  who  wish  to  adhere  has  been  seen  by  some  as  a  way  to  ad- 


2"  For  example,  Canada  extended  the  exemption  found  in  the  Canadian  Free  Trade  Agreement 
to  continue  its  special  protection  of  "cultural  industries."  In  addition,  the  NAFTA  Agreement 
provides  a  derogation  from  national  treatment  for  the  performer's  right  in  secondary  uses  of 
sound  recordings.  .    .  ,         ,. 

2«  Under  paragraph  1  of  Article  1703,  performers'  rights  of  secondary  uses  of  sound  recordmgs 
are  restricted  to  a  reciprocity  treatment  Since  the  United  States  has  consistently  refused  to  rec- 
ognize a  performance  right  in  sound  recordings,  the  reluctance  of  Canada  and  Mexico  to  extend 
national  treatment  in  this  area  appears  understandable. 
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dress  the  problems  that  the  new  technologies  pose  to  the  protection  of  literary  and 
artistic  works. 

Currently,  there  are  ten  subjects  that  are  being  considered  for  inclusion  in  such 
a  Protocol.27  In  September,  1992,  the  topic  of  national  treatment  was  given  added 
prominence  as  one  of  the  subjects  during  an  assembly  meeting  of  Berne  Union  mem- 
bers. The  suggestion  to  place  more  emphasis  on  national  treatment  was  made  by 
the  delegation  of  the  United  States.  In  June  of  this  year,  a  Committee  of  Experts 
will  be  convened  in  Geneva  to  discuss  the  Secretariat's  proposed  draft. 

Article  5(1)  of  the  Paris  text  of  the  Berne  Convention  sets  out  the  principle  of  na- 
tional treatment:  "Authors  shall  enjoy,  in  respect  of  works  for  which  they  are  pro- 
tected under  this  Convention,  in  countries  of  the  Union  other  than  the  country  of 
origin,  the  rights  which  their  respective  laws  do  now  or  may  hereafter  grant  to  their 
nationals '  r  c 

As  discussed  earlier,  the  Convention  authorizes  the  substitution  of  reciprocity  for 
national  treatment  in  four  specific  cases:  (1)  works  of  applied  art:  Under  Article  2(7), 
if  the  countiy  of  origin  protects  works  of  applied  art  solely  under  its  industrial  de- 
sign law,  a  Berne  country  granting  protection  both  under  copyright  and  industrial 
design  law  may  limit  protection  to  its  industrial  design  law;  (2)  back  door  provision: 
Under  Article  6(1),  works  qualifying  for  protection  under  the  back  door  (works  of 
non-Berne  Union  members  qualifying  for  protection  by  virtue  of  first,  or  simulta- 
neous publication  in  the  Berne  Union  country)  may  be  limited  to  protection  ex- 
tended on  a  reciprocity  basis;  (3)  comparison  of  terms:  Under  Article  7(8),  if  a  coun- 
try grants  a  term  of  duration  longer  than  the  minimum  term  specified  in  Berne 
Convention,  and  the  country  of  origin  grants  a  shorter  term  than  the  first  men- 
tioned country,  the  first  mentioned  country  may  apply  the  country  of  origin's  shorter 
term;  and  (4)  droit  de  suite:  Under  Article  lAter,  countries  having  systems  of  droit 
de  suite  may  limit  participation  in  such  systems  to  Berne  members  having  similar 
systems  of  protection. 

Despite  the  seeming  clarity  of  the  Berne  Convention  obligation  on  the  subject  ot 
nationsd  treatment,  some  Berne  countries  have  adopted  a  number  of  strategies  to 
avoid  extending  national  treatment  in  certain  areas.  One  strategy  is  characterizing 
a  particular  statutory  program  as  not  involving  the  "rights  of  authors"  but  instead 
concerning  social  security  programs,  tax  policy,  or  national  endowments.  Another 
approach  is  effectively  to  limit  the  participation  of  foreign  copyright  holders  in  col- 
lecting societies. 

The  World  Intellectual  Property  Organization's  draft  on  national  treatment  pro- 
poses recognition  of  a  fifth  exception  to  national  treatment— the  public  lending 
right — ^but  strict  reaffirmation  of  national  treatment  in  all  other  areas.  Commentary 
to  the  draft  proposal  reasoned  that  in  the  area  of  public  lending,  a  de  facto  agree- 
ment among  member  states  had  arisen  that  an  exceptien  to  national  treatment 
could  reasonably  be  applied  to  the  public  lending  right.  The  Secretariat  reasoned  ex- 
plicit recognition  of  a  public  lending  right  exception  would  eflectively  confine  the 
"cancers"  of  nonrecognition  of  national  treatment.  In  all  other  areas,  the  com- 
mentaiy  strongly  argued  that  the  principle  of  national  treatment  should  be  main- 
tained. 

C.  EUROPEAN  COMMUNITY:  NATIONAL  TREATMENT  VERSUS  RECIPROCITY 

The  EC  has  formulated  new  proposals  or  directives  on  rights  that  will  be  har- 
monized within  the  EC  but  for  which  reciprocity  not  national  treatment  will  be  the 
practice.  The  EC  continues  to  take  a  very  narrow  view  of  Berne's  national  treatment 
obligations  and  to  show  an  alarming  tendency  to  condition  eligibility  for  new  rights 

on  reciprocity.  .  •       m. 

In  the  area  of  intellectual  property,  the  EC  bureaucracy  has  been  very  active.  Ihe 
Commission  of  European  Communities  recently  estimated  that  between  3  to  5%  of 
the  Community's  gross  domestic  product  related  to  copyright  and  neighboring 
rights.28  Since  members  of  the  European  community  are  creating  a  single  integrated 
maricet,  the  harmonization  of  intellectual  property  law  is  considered  by  most  Euro- 
peans to  be  essential. 


2' The  ten  items  are:  (1)  computer  programs;  (2)  data  bases;  (3)  rental  rights;  (4)  non-vol- 
untary licenses  for  the  making  of  sound  recordings  of  musical  works;  (5)  non-voluntary  licenses 
for  primary  broadcasting  and  satellite  communication;  (6)  distribution  right,  including  importa- 
tion right;  (7)  duration;  (8)  communication  to  the  public  by  satellite  broadcasting;  (9)  enforce- 
ment of  rights;  and  (10)  national  treatment.  ,^r-,.^  u.     ■     .U     P 

28  Commission  of  the  European  Communities,  Copyright  and  Neighboring  rights  in  the  t.uro- 
pean  Commission  (European  file  9/1991). 
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Initiatives  by  the  EC  regarding  copyright  and  neighboring  rights  are  numerous 
and  complex.  A  general  policy  overview  is  provided  by  a  1988  Green  paper,^^  and 
a  1991  Follow-up  to  the  Green  Paper.^  Specific  initiatives  include  directives  and 
proposals  governing  the  term  of  protection;  rental  and  lending  rights;  computer  pro- 
grams; data  bases;  industrial  designs;  semiconductor  chips;  nei^boring  rights  and 
the  Rome  Convention;  and  satellite  broadcasting  and  cable  retransmission.  Some  of 
these  initiatives  raise  serious  national  treatment  concerns,  while  in  others  the  issue 
is  less  clear. 

In  the  Follow-up  to  the  Green  Paper,  which  broadly  discussed  copyright  issues, 
the  Commission  of  European  Communities  expressed  an  uneasiness  over  the  prin- 
ciple of  national  treatment.^^  While  not  expressly  disavowing  national  treatment, 
the  Commission  endorsed  the  achievement  of  "a  minimum  level  of  substantive  and 
effective  protection  at  world  level."  WhUe  unmentioned,  the  use  of  reciprocity  as  an 
electric  cattle  prod  to  help  uplift  the  world's  level  of  protection  appears  an  important 
part  of  the  Commission's  thinking.  In  adopting  this  strategy,  the  EC  is  apparently 
applying  the  tactics  of  trade  negotiations  in  lieu  of  the  100-year  Berne  tactic  of 
using  national  treatment  to  increase  levels  of  protection  incrementally.  Historically 
in  copyright,  reciprocal  arrangements  have  tended  to  achieve  lower  levels  of  protec- 
tion than  national  treatment  based  arrangements. 

1.  Duration  of  copyright. 

The  Proposal  for  a  Council  Directive  harmonizing  the  term  of  protection  of  copy- 
right and  certain  related  rights  explicitly  substitutes  reciprocity  for  national  treat- 
ment as  permitted  by  Article  7(8)  of  the  Paris  text  of  the  Berne  Convention.  Propos- 
ing to  establish  a  uniform  term  of  life  of  the  author  plus  70  years  for  literary  and 
artistic  works.  Article  4,  paragraph  3  endorsed  reciprocity  for  countries  outside  the 
EC  in  the  following  words: 

The  terms  of  protection  laid  down  in  Article  2  shall  also  apply  in  the  case 
of  rightsholders  who  are  not  Community  nationals,  provided  Member  States 
grant  them  protection.  However,  the  term  of  protection  granted  by  Member 
States  shall  expire  no  later  than  the  date  of  expiry  of  the  protection  granted 
in  the  country  of  which  the  rightholder  is  a  national.^^ 

In  the  commentary  preceding  the  proposed  Directive,  the  Commission  apparently 
felt  the  choice  between  national  treatment  and  reciprocity  easily  favored  reciprocity: 

Preference  must  go  to  the  principle  of  the  comparison  of  protection.  It  is 
only  natural  that  "foreign  works"  and  third  country  nationals  should  not  be 
protected  for  a  period  longer  than  is  considered  appropriate  by  their  own 
country.  Moreover,  since  Community  works  and  nationals  are  not  protected 
for  as  long  a  period  in  those  countries  as  they  are  in  the  Community,  com- 
paring terms  of  protection  is  a  way  of  ensuring  reciprocity. 

It  was  stated  in  the  Commission's  working  program  on  copyright  and  cer- 
tain related  rights — Follow-up  to  the  Green  Paper — that  one  of  the  primary 
objectives  is  to  ensure  that  the  level  of  protection  is  as  high  as  possible  in 
the  European  Community  and  in  third  countries.  If  third  countries  are  to 
be  induced  to  increase  the  term  of  protection,  the  EC  concludes  that  it 
should  avoid  granting  them  the  greater  Community  term  unilaterally.  The 


»  Green  Paper  on  Copyright  and  The  Challenge  of  Technology— COM  (88)  172  final;  (June  7, 
1988). 

*>  Follow-up  to  the  Green  Paper,  Working  program  of  the  Commission  in  the  field  of  copyright 
and  neighboring  rights— COM  (90)  584  final;  (January  17,  1991). 

^^In  the  portion  of  the  paper  discussing  national  treatment,  the  following  statements  were 
made:  "Next,  a  response  to  the  challenges  of  new  technology  which  is  limited  to  the  Member 
States  of  the  Community  will  deal  with  only  part  of  the  problem.  If  protection  is  inadequate 
outside  the  borders  of  the  Community  creative  work  produced  in  the  Community  can  be  plagia- 
rized in  nonmember  countries,  and  productive  activity  displaced  to  countries  in  which  the  level 
of  protection  of  intellectual  property  is  lower.  As  we  move  towards  an  intensification  of  world 
trade  the  Community  would  find  itself  having  to  deal  with  growing  imports  of  work  produced 
in  breach  of  copyright  in  those  countries. 

"Neither  can  we  underestimate  the  fact  that  the  rule  of  national  treatment  laid  down  in  the 
international  copyright  conventions  means  that  any  improved  protection  available  in  the  Mem- 
ber States  of  the  Community  has  to  be  granted  to  natural  or  legal  fjersons  from  non-member 
countries,  even  though  in  those  countries  natural  or  l^al  persons  ftx)m  the  Community  may  re- 
ceive a  lower  level  of  protection.  The  existing  imbalances  would  be  aggravated." 

32  Commission  of  the  European  Communities,  Proposal  for  a  Council  Directive  harmonizing 
the  term  of  protection  of  copyright  and  certain  related  rights,  COM(92)  33  final  (March  23, 
1992). 
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introduction  of  a  comparison  system,  it  is  asserted,  will  act  as  an  incentive 
to  third  countries  to  prolong  their  term  of  protection.^ 

2.  Rental  and  Lending  Rights. 

The  Council  Directive  on  rental  and  lending  ri^ts  has  also  raised  national  treat- 
ment concerns,  particularly  with  the  U.S.  motion  picture  industry.**  The  United 
States  extends  commercial  rental  rights  to  sound  recordings  and  computer  pro- 
grams, while  denying  such  protection  to  motion  pictures  .^^  Several  EC  members  ex- 
tend rental  rights  to  sound  recordings,  computer  programs,  and  motion  pictures, 
and  the  harmonizing  directive  requires  all  EC  members  to  extend  rental  rights  to 
these  works. 

The  rental  directive  is  complex  because  it  proposes  to  regulate  the  legal  relation- 
ships b»etween  performers,  authors  (including  prmcipal  director),  and  motion  picture 
producers.  Whue  the  directive  provides  that  performers'  and  authors'  rights  are  as- 
signable, Article  4  establishes  an  unwaivable  right  to  ecmitable  remuneration,  and 
authorizes  Member  States  to  establish  and  regulate  "collecting  societies"  to  ensure 
that  equitable  remuneration  is  imposed.  The  U.S.  motion  picture  industry  believes 
the  discretion  accorded  Member  States  in  setting  up  remuneration  schemes  will  ef- 
fectively deny  U.S.  filmmakers  national  treatment  in  many  areas. 

There  is  also  a  fear  that  some  Member  States  may  choose  to  regard  rental  of  mo- 
tion pictures  as  a  "neighboring  right"  which  is  uncollectible  by  nationals  of  states 
not  members  of  the  Rome  Convention  of  1961.  The  Rome  Convention  was  designed 
to  protect  three  categories  of  rights  owners:  performers,  broadcasting  organizations, 
and  producers  of  sound  recordmgs.  The  rights  of  copyright  holders  in  motion  pic- 
tures are  firmly  established  within  the  Berne  Convention,  and  there  would  appear 
to  be  no  justification  for  subjecting  rental  of  motion  pictures  to  a  neighboring  rights 
regime. 

3.  Databases. 

The  protection  of  databases  within  the  EC  also  raises  issues  with  national  treat- 
ment dimensions.  The  European  Commission's  Proposal  on  the  Protection  of 
Databases  ^  would  require  Member  States  to  give  copyri^t  protection  to  databases 
that  qualify  as  collections  within  the  meaning  of  Article  2(5)  of  the  Berne  Conven- 
tion, m  addition,  the  proposed  directive  endorses  the  creation  of  a  new  right  of  "un- 
fair extraction"  which  would  apply  for  a  10  year  term.  In  practice,  it  appears  the 
unfair  extraction  right  would  conmionly  be  applied  to  purely  factual  dataoases  that 
are  unable  to  (jualuy  for  copyright  protection  on  the  oasis  of  selection  or  arrange- 
ment. While  it  is  clear  that  databases  qualifying  for  copyright  protection  under  the 
Berne  Convention  would  be  subject  to  national  treatment,  early  drafts  proposed  the 
application  of  reciprocity  to  the  unfair  extraction  right. 

4.  Private  Copying. 

Lastly,  the  anticipated  EC  directive  on  private  copying  is  viewed  with  consider- 
able trepidation  by  the  motion  picture  and  sound  recording  industries.  This  directive 
basically  concerns  compensation  schemes  using  levies  on  copying  equipment  and 
blank  media  to  compensate  performers,  authors,  and  producers  of  motion  pictures 
and  sound  recordings.  While  the  draft  directive  was  recently  tabled  by  the  EC,  unof- 
ficial drafts  of  the  proposed  directive  extended  rights  to  foreign  nationals  on  the 
basis  of  reciprocity. 

in.  Issues  Involving  National  Treatment  That  Are  Not  Fully  Resolved  in 

THE  International  Conventions 

A.  CONFUCTS  or  CHOICE  OF  LAW 

In  its  simplest  terms  the  question  is:  "If  Jane  Q.  Citizen,  who  creates  a  work  in 
one  country,  tries  to  protect  that  work  in  a  second  country,  which  law  will  be  ap- 
plied, that  of  the  country  of  origin  of  the  work  or  the  country  where  protection  is 
sought?" 


33  7d.  at  30-31. 

3*  The  Council  of  the  European  Communities,  Council  Directive  92/100/EEE  of  November  19, 
1992. 

36  Philosophy,  the  United  States  Congress  has  justified  rental  rights  for  sound  recordings  and 
computer  programs  on  the  grounds  that  commercial  rental  is  frequently  a  means  for  promoting 
unauthorized  reproduction  of  sound  recordings  and  computer  programs.  Motion  picture  produc- 
ers, on  the  other  hand,  have  not  been  able  to  demonstrate  to  the  satisfaction  of  Congress  that 
commercial  rental  fosters  unauthorized  reproduction  of  motion  pictures. 

3«  Directive  91/250/EEC,  OJ  L122/42  (May  17,  1991). 
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In  Art.  5.2  the  Berne  Convention  provides  "[T]he  extent  of  protection,  as  well  as 
the  means  of  redress  afforded  to  the  author  to  protect  his  rights,  shall  be  governed 
exclusively  by  the  laws  of  the  country  where  protection  is  claimed."^' 

Both  of  the  international  copyripit  conventions  provide  for  national  treatment 
and  each  guarantees  that  an  author  shall  receive  tne  same  protection  a  state  ac- 
cords to  its  own  nationals.  How  national  treatment  relates  to  the  choice  of  law  in 
cases  involving  more  than  one  country  has  been  the  subject  of  debate  in  recent 
years.  There  are  a  number  of  ambiguities  in  these  provisions  that  have  not  yet  been 
fully  resolved.^  These  ambiguities  are  reflected  in  the  development  of  several  alter- 
nate theories  as  to  how  the  conflicts  questions  should  be  resolved  ^^  and  also  in  a 
number  of  challenging  court  battles.'*" 

As  Professor  Ulmer  notes  all  of  the  major  international  copyright  conventions  are 
based  on  the  principle  of  national  treatment.  This  provides  support  for  the  theory 
that  the  acquisition,  scope  and  tennination  of  rights  should  be  determined  by  the 
law  of  the  protecting  country.'*^  Another  theory  espoused  is  that  intellectual  prop- 
erty rights  should  be  linked  with  the  legal  system  of  one  specific  country,  the  coun- 
try of  origination.  This  specific  territorial  link  is  necessary  in  the  interest  of  the  cer- 
tainty of  legal  transactions.'*^ 

As  one  conmientator  noted  in  1985: 

Considerable  academic  debate  has  already  taken  place,  especially  on  the 
Continent  about  the  most  appropriate  law  to  govern  the  creation  and  as- 
signment of  copyright.  The  confuct  is  most  often  between  the  law  of  the 
country  of  origin,  the  law  of  the  protecting  country  (that  is,  the  law  where 
the  copyri^t  protection  is  claimed)  and  the  law  of  the  contract.  The  inter- 
national conventions  put  emphasis  on  the  law  of  the  protecting  country  and 
Ulmer  has  recommended  that  this  should  determine  rules  about  the  cre- 
ation, termination  and  scope  of  copyright,  while  the  law  of  the  contract 
should  decide  disputes  between  emplover/employee,  assignor/assignee  and 
licensor/licensee.  This  will  lead  to  uniformity  of  treatment  where  a  single 
agreement  purports  to  transfer  rights  in  a  number  of  different  countries. 

Whatever  the  solution  adopted,  it  is  obviously  important  to  achieve  as  far 
as  possible  international  agreement  so  that  the  same  result  will  be  reached 
whatever  the  forum  selected.'*^ 

The  question  posed  at  the  beginning  of  this  section  becomes  more  complicated  as 
additional  parties,  rights,  or  countries  are  added  to  the  equation. 

Meanwhile  the  courts  continue  to  grapple  with  whether  to  apply  the  law  of  the 
country  where  the  work  originates  or  the  law  of  the  country  wnere  protection  is 
sought  or  some  variant  thereof.  One  of  the  more  interesting  recent  cases  involving 
a  full  range  of  these  ambiguities  concerned  a  colorized  version  of  a  black  and  white 
motion  picture,  "Asphalt  Jungle."  The  argument  that  colorizing  motion  pictures  dis- 
torted or  altered  the  integrity  of  a  work  had  already  been  brought  ana  lost  in  the 
United  States.  In  the  United  States  the  company  that  produces  a  motion  picture  is 
usually  considered  the  author,  and  a  film  is  not  subject  to  the  same  kind  of  moral 
rights  protection  available  on  the  Continent. 

Following  colorization  of  "Asphalt  Jungle,"  the  owner  Turner  Entertainment  li- 
censed the  film  for  broadcast  on  French  television.  At  this  point,  the  heirs  of  John 
Huston,  the  director,  and  a  co-scriptwriter  brought  an  action  in  France  against  the 
French  television  station  to  enjoin  the  broadcast. 

Ultimately  a  number  of  groups  joined  with  the  parties  protesting  distribution  of 
the  colorized  film  and  Turner  joined  the  action  as  the  owner  of  the  film.  Plaintiffs, 
the  parties  associated  with  the  Huston  heirs,  argued  that  the  benefit  of  a  moral 
right  under  French  law  should  be  given  to  the  physical  person  who  contributed  to 
the  creation  of  the  work  whether  or  not  this  was  done  on  the  basis  of  the  applicable 
copyright  conventions;  that  the  United  States  had  just  adhered  to  the  Berne  Con- 
vention and  that  plaintifTs'  claim  to  authorship  was  founded  on  Article  14bis  (2)  of 


"See  also  Universal  copyright  Convention  as  revised  at  Paris,  1971,  Art.  II. 

3«See  generally,  E.  Ulmer,  'Intellectual  Property  Rights  and  the  Conflict  of  Laws"  (1978) 
(Study  prepared  for  the  Commission  of  the  European  Communities). 

™See  id.  at  6-9,  28-52  for  a  discussion  of  how  these  theories  originated,  and  how  they  are 
applied. 

*°See,  e.g.,  J.  Ginsburg;  Colors  in  Conflicts:  Moral  Rights  and  the  Foreign  Exploitation  of 
Colorized  U.S.  Motion  Pictures;  81  Journal  of  the  Copyright  Society  of  the  U.S.A  (1991>,  A. 
Bertrand,  Affaire,  John  Huston:  La  Cour  De  Cassation  Opte  pour  "la  hi  de  la  jungle,"  38 
Cahieres  du  Droit  D.  Auteur  Mai,  Juin  1991.  Translated  by  M.  Dadant. 

*^  Ulmer  supra  at  8,  9. 

■"  Ulmer  supra  at  7,  8. 

•"D.M.  KlosB,  Copyrights  and  the  Conflict  of  Laws,  1  EIPR  15  (1985). 
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Berne  under  the  terms  of  which  "the  determination  of  the  holder  of  the  copyright 
in  a  cinematograph  work  is  reserved  to  the  legislation  of  the  country  in  which  the 
protection  is  sought;"  that  colorization  of  the  film  was  a  distortion  of  the  work  not 
contemplated  at  the  time  the  contract  was  entered  into;  and,  even  if  it  had  been, 
the  gravity  of  the  harm  done  to  the  work  violated  the  public  policy  of  the  forum 
(France's  '^ordre  public")  rendering  void  anv  contractual  stipulation  to  the  contrary. 

Defendants,  the  parties  associated  with  the  Ucensor/licensee  interests,  argued  that 
the  Berne  Convention  did  not  affect  American  contracts  entered  into  before  the  ef- 
fective date  of  adherence  and  was  without  any  impact  on  the  identification  of  the 
author  of  the  film  and  that  the  application  of  Article  14bis  (2)  of  the  Berne  Conven- 
tion did  not  preclude  the  French  judge  from  applying  American  law  in  order  to  iden- 
tify the  author. 

In  this  test  case  of  the  choice  of  law,  which  ultimately  went  to  the  highest  l-  rench 
court,  there  were  questions  of  authorship,  including  the  eligibility  to  claim  the  right, 
the  scope  of  moral  rights  protection,  and  which  country's  law  should  be  applied  to 
address  each  issue.  . 

The  lower  courts  that  heard  the  case  found  for  the  plaintiffs  and  issued  a  prelimi- 
nary injunction  prohibiting  the  broadcast  of  the  colorized  film  in  France. 

At  the  second  level,  the  Paris  Court  of  Appeals  reversed  and  held  for  the  defend- 
ants. In  so  doing  this  court  announced  the  plaintifTs  eligibility  to  enjoy  protection 
was  determined  by  the  country  of  the  work's  origin.  The  Court  also  felt  that  apply- 
ing U.S.  law  would  not  violate  strongly  held  French  public  policy.  Although  Art 
14bis  (2)  of  the  Berne  Convention  was  on  point,^  the  appellate  court  felt  that  appli- 
cation of  Art.  14bis(2)  in  order  to  determine  ownership  rights  in  motion  pictures 
would  undermine  the  general  purpose  of  the  Berne  Convention,  which  is  to  promote 
international  commerce  in  works  of  authorship.'*® 

Ultimately  France's  Supreme  Court,  the  Cour  de  cassation  heard  the  case  on  May 
28,  1991,  and  reversed  the  appellate  decision."*®  In  its  brief  opinion,  the  French  Su- 
preme Court  ruled  that  French  law  directly  governs  all  questions  of  author's  rights 
of  integrity  and  attribution  regardless  of  what  territory  is  the  country  of  origin.  The 
Court  did  so  without  really  discussing  the  law  of  the  country  of  origin.  As  com- 
mentators noted: 

The  Court  has . . .  stressed  the  international  applicability  of  the  French 
concept  of  authorship  and  of  these  moral  rights,  whatever  the  country  of 
the  work's  origin,  the  nationality  or  domicile  of  the  work's  creators,  or  the 
law  governing  the  contract  between  creators  and  grantees.*'^ 

As  this  litigation  went  through  the  French  courts  another  commentator  noted  that 
it  threw 

. . .  light  on  the  gaps  in  the  Berne  Convention.  Owing  to  the  contradictory 
provisions  of  this  -convention  and  in  the  absence  of  clear  provisions  relative 
to  the  ownership  of  rights,  even  countries  like  France,  that  pride  them- 
selves on  defending  the  rights  of  authors,  can  legally  expropriate  the  rights 
of  copyright  owners  of  complex  works  of  foreign  origin  such  as  cinemato- 
graphic or  computer  works."** 

The  French  Supreme  Court  has  ruled  in  favor  of  the  director,  but  the  matter  is 
far  from  settled.  The  Supreme  Court  remanded  the  case  to  the  Court  of  Appeals  of 
Versailles  for  a  decision  on  the  merits  of  the  moral  rights  claim.  Also  the  litigation 
continues  to  provoke  a  great  deal  of  commentaiy.^s  it  is  dear  from  tracking  this  one 
case  that  the  ambiguities  have  not  been  resolved. 

■"Art  14bi8(l)  provides  that  a  cinematographic  work,  once  made,  is  protected  as  an  original 
work  and  the  copyright  owner  enjoys  the  same  rights  as  other  authors  of  original  works. 

Art.  14bis(2Xa)  provides:  "ownership  of  copyright  in  a  cinematographic  work  shall  be  a  matter 
for  l^slation  in  the  country  where  protection  is  claimed." 

«  Judgment  of  July  6,  1989,  Cour  d'appel,  Paris,  143  R.I.D.A.  205(1989). 

•^Judgment  of  May  28,  1991,  Cass.  civ.  law,  1991  La  Semaine  Jundique  (Juns-Classeur 
Periodique)  J.C.P.II  21731.  An  English  translation  of  the  decision  appears  in  the  appndix  to 
J.  Ginsburg  and  P.  Sirinelli  Authors  and  Exploitations  in  International  Private  Law:  The  trench 
Supreme  Court  and  the  Huston  Film  Colorization  Controversy.,  15  Columbia- VLA  Journal  of 
Law  &  the  Arts  135  (1991).  ,    ,         ^  ^    r  *         i      r 

*''See  Ginsburg  &  Sirinelli  at  137.  The  case  was  then  remanded  to  the  court  of  Appeals  ot 
Versailles  for  a  decision  on  the  merits  of  the  moral  rights  claim. 

4«Bertrandat9-10.  ^        ,      ^-     u  j 

*^Id.  This  case  has  provoked  a  great  deal  of  thoughtful  comment.  See  also  Ginsburg  and 
Sirinelli  supra  note  48;  J.  Ginsburg  and  P.  Sirinelli,  Author,  Creation  and  Adaptatwn  m  Pnvate 
International  Law  and  French  Domestic  Law.  Reflections  Based  on  the  Huston  Case,  150  Revue 
Internationale  du  Droit  D'Auteur  2  (1991) 
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B.  EROSION  OF  NATIONAL  TREATMENT  THROUGH  RECIPROCITY  OR  MATERIAL 

RECIPROCITY 

As  discussed  above  there  is  a  great  deal  of  concern  that  national  treatment,  the 
basic  principle  under  which  international  copyri^t  agreements  developed  and  flour- 
ished, is  being  eroded. 

One  commentator,  who  feels  that  national  treatment  is  being  eroded,  observed: 

Intellectual  property  has  grown  from  twin  roots.  One — idealist  in  its 
thrust — recognizes  the  inherent  value  of  individual  creativity.  The  other — 
bred  from  utilitarian  stock — looks  to  the  economic  and  social  benefits  which 
are  designed  to  flow  from  market  protection.  The  tendency  of  the  former  is 
towards  universality;  its  finest  flowering  was  perhaps  the  French  droit 
d'auteur,  which  offered  protection  to  the  authors  of  the  world  without  dis- 
tinction of  nationality  even  in  advance  of  bilateral  or  multi-national  rela- 
tions with  other  countries.  The  tendency  of  the  latter  is  towards  a  narrow 
reciprocity:  it  sees  no  reason  to  give  rights  to  foreigners  whose  own  law 
does  not  provided  equivalent  benefits  in  return.'" 

F*rofessor  Cornish  goes  on  to  urge,  as  other  commentators  did  earlier,  that  in  the 
lone  run  reciprocity  may  not  be  in  the  best  interest  of  a  country.  He  bemoans  the 
zeal  with  which  some  countries  have  embraced  it,  and  he  notes  that  the  United 
States  elapsed  into  reciprocaUsm  with  its  Semiconductor  Chip  Act,  and  this 
tendancy  has  spread  to  the  EC  directives,  and  proliferated  in  bilateral  agreements 
in  which  one  country  promises  to  give  a  second  better  treatment  than  it  does  a  third 
country.''^ 

He  concludes: 

What  will  we  do  to  our  small  but  perfectly  formed  "new"  right  if  some 
other  country  says  that  it  is  not  good  enough  for  them  to  offer  reciprocity? 
The  game  is  one  that  each  country  may  play  according  to  its  own  lights,  and 
that  is  what  led  Stephen  Ladas  long  ago  to  mark  it  down  as  dangerously 
disruptive  of  good  international  relations.^"^ 

Professor  Cornish  is  not  the  only  one  to  urge  that  "reciprocity  should  be  used 
sparingly"  and  "that  the . . .  more  generous  offer  of  national  treatment  has  much  to 
commend  it."'^ 

In  the  game  of  chaise  and  countercharge  as  to  who  started  down  the  slippery 
slope  toward  reciprocity,  stiU  another  commentator  has  suggested  that  the  United 
States  and  other  common  law  countries  are  moving  towara  protection  of  author's 
rights  while  civil  law  countries  are  moving  toward  protection  of  economic  rights.'^'* 

IV.  Conclusion 

You  have  before  you  the  massive  task  of  looking  at  all  of  these  issues  and  deter- 
mining the  strengths  and  weaknesses  of  national  treatment.  I  would  close  with  an 
affirmation  by  a  renowned  copyright  expert,  Elisabeth  Steup  of  Germany. 

Certainly,  a  solution  restricted  to  nationals  may  give  national  authors  an 
immediate  advantage  and  it  is  t'lerefore  very  alluring.  But  in  my  opinion 
it  is  shortsighted,  since  solutions  restricted  to  national  authors  will  set  ex- 
amples for  other  national  legislators  and  initiate  a  backward  development 
from  international  protection  to  nationalism  at  a  time  when  the  inter- 
national exchange  in  culture  is  growing  and  the  international  protection  of 
authors  is  more  needed  than  ever  before.'' 

By  solutions  "restricted  to  nationals,"  Dr.  Steup  means  reciprocity — based  on  legisla- 
tion. 

Dr.  Steup  delivered  her  affirmation  of  national  treatment  in  1977,  but  it  holds 
true  for  today  and  is  still  important  as  we  seek  to  protect  the  creativity  of  all  au- 
thors. 

In  this  statement,  the  Copyright  Office  has  tried  to  place  in  context  the  issue  of 
national  treatment  as  applied  in  existing  treaties  and  in  several  pending  proposals. 


60W.R.  Cornish,  The  Canker  of  Reciprocity,  4  EIPR  99  (1988). 

"  Id.  at  100,  (emphasis  added). 

'^/d.  See  generally  Ladas,  supra  note  1;  Steup,  supra  note  7. 

**  Theodore  M.  Shapiro,  Droit  de  Suite:  An  Author's  Right  in  the  Copyright  Law  of  the  Euro- 
pean Community,  4  ENT  LR  118,  119  n.  5. 
"Supra,  note  7  at  290. 
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We  would  be  pleased  to  elaborate  on  any  of  the  points  made  in  the  statement,  or 
made  in  testimony  by  the  other  witnesses. 


I 


J 
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Appendix  3. — Statement  of  Software  Publishers  Association 
ON  Questions  Concerning  a  Possible  Protocol  to  the  Berne 
Convention  and  Questions  Concerning  a  Possible  Instru- 
ment ON  THE  Protection  of  Rights  of  Performers  and  Pro- 
ducers OF  Phonograms,  April  29,  1993 

The  Software  Publishers  Association  ("SPA")  is  the  principal  trade  association  of 
the  personal  computer  software  industry,  with  offices  in  Washington,  B.C.,  and 
Paris,  France.  SPA  has  over  1,000  members,  including  both  large  companies  and 
hundreds  of  small  companies.  Its  members  represent  the  leading  developers  and 
publishers  of  personal  computer  products  in  the  business,  consumer,  and  education 
software  markets. 

We  appreciate  this  opportunity  to  express  our  views  to  the  Subcommittee.  As  re- 
quested, we  will  confine  our  remarks  to  those  of  the  proposals  in  the  WIPO  docu- 
mentation ^  for  the  upcoming  Meetings  of  the  Committees  of  Experts  in  Geneva  that 
concern  an  express  acknowledgement  in  a  Berne  Protocol  of  the  copyright  owner's 
exclusive  right  of  distribution,  including  importation,  and  the  adoption  of  a  similar 
right  under  the  proposed  New  Instrument. 

We  agree  with  the  WIPO  Secretariat's  assessment ^  that  a  right  of  first  distribu- 
tion and  a  right  of  importation  are  inseparable  corollaries  to  the  right  of  reproduc- 
tion that  the  Berne  Convention  explicitly  mandates.^  The  exclusive  public  distribu- 
tion right  that  U.S.  law  grants  under  17  U.S.C.  §  106(3)  includes,  with  limited  ex- 
ceptions, both  the  exclusive  right  to  import  copies  {id.  §  602(a))  and  the  exclusive 
right  to  transfer  possession  of  copies  (the  rental  right),  for  direct  or  indirect  commer- 
cial advantage,  by  rental,  lease  or  lending  {id.  §  109(b)).  Under  our  law,  the  importa- 
tion right  pertains  to  all  worics,  the  rental  right  to  only  sound  recordings  and  com- 
puter programs.  •* 

Our  views  on  the  recognition  of  the  distribution  and  importation  rights  in  the 
Berne  Protocol  apply  as  well  to  the  adoption  of  those  rights  in  the  New  Instrument. 
Although  most  of  our  members  are  not  in  the  phonogram,  or  sound  recording,  busi- 
ness, many  of  our  members  are  now — and  many  more  in  the  future  will  be — in  the 
multimedia  business.  The  digital  "ones"  and  "zeros"  of  one  class  of  copyrighted 
works  are  no  different  than  those  of  another  class.  As  digital  technology  develops, 
the  legal  and  business  treatment  of  the  "ones"  and  "zeros"  of  one  class  of  works 
must  take  into  account  how  the  "ones"  and  "zeros"  of  all  other  classes  are  treated. 

A.  Importation 

We  believe  that  under  copyright  law  the  copyright  owners  should  have  the  right 
to  determine  where  and  how  they  market  copies  of  their  computer  programs.  We 
therefore  agree  with  the  WIPO  Secretariat  that  the  Protocol  should  state  explicitly 
that  the  Berne  text  obligates  members  of  the  Union  to  protect  the  copyright  owner's 
exclusive  right  of  first  distribution.'^  For  the  same  reason,  we  also  support  the  Sec- 
retariat's proposal  that,  in  recognizing  the  distribution  right  under  Berne,  the  Proto- 
col include  a  specific  recognition  that  the  distribution  right  embraces  an  exclusive 
importation  right.  The  Wff*0  Memorandum  indicates  appropriately  that  the  exclu- 


^  Questions  Concerning  a  Possible  Protocol  to  the  Berne  Convention  Part  III.  New  Items  (Memo- 
randum Prepared  by  the  International  Bureau  for  Committee  of  Experts  on  a  Possible  Protocol 
to  the  Berne  Convention  for  the  Protection  of  Literary  and  Ai-tistic  Works,  3d  Sess.,  June  21- 
25,  1993),  Doc.  No.  BCP/CE/III/2-III  (March  12,  1993)  ("WIPO  Part  III  Memorandum");  Ques- 
tions Concerning  Possible  Instrument  on  the  Protection  of  the  Rights  of  Performers  and  Producers 
of  Phonograms  (Memorandum  Prepared  by  the  International  Bureau  for  Committee  of  Experts 
on  a  Possible  Instrument  on  the  Protection  of  the  Rights  of  Performers  and  Producers  of 
Phonograms,  June  28-July  2,  1993),  Doc.  No.  INR/CE/I/2  (March  12,  1993)  ("WIPO  New  Instru- 
ment Memorandum").  All  citations  to  specific  paragraph  numbers  are  to  the  WIPO  Part  III 
Memorandum  unless  otherwise  indicated. 

2Seei<|  13-23. 

3122  ("[T]he  right  of  first  distribution  is  an  inseparable  corollary  to  the  right  of  reproduc- 
tion.'); 1 23  ("[T]he  existence  of  a  right  of  importation  may  be  deduced  from  the  present  text 
of  the  Berne  Convention  as  an  inseparable  corollary  to  the  right  of  reproduction."). 

*We  strongly  support  the  rental  right  under  U.S.  law.  However,  rather  than  expand  now  on 
the  workings  of  the  Computer  Software  Rental  Amendments  Act  of  1990  since  its  enactment 
on  December  1,  1990,  we  look  forward  to  cooperating  with  the  Register  of  Copyrights  in  the  Reg- 
ister's preparation  of  the  report  to  be  submitted  to  Congress  on  that  subject  by  December  1, 
1993,  under  17  U.S.C.  109(bX2XB). 

6  See  1 49(a)  and  (bXi)  of  the  WIPO  Part  III  Memorandum. 
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sive  importation  right  applies  to  copies  made  either  with  or  without  the  copyright 
owner's  authorization.  ^ 

We  assume  that  there  is  no  intent  to  permit  piratical  copies  to  be  imported  as 
part  of  a  person's  luggage.  It  would  therefore  be  desirable  to  clarify  that  the  excep- 
tion to  the  importation  right  for  copies  imported  in  a  traveller's  luggage  for  personal 
non-commercial  use,  does  not  extend  to  piratical  copies.  One  way  to  do  this  would 
be  to  insert  after  the  word  "importation"  in  1 49(bXvii)  the  phrase:  "of  copies  made 
with  the  (implicit  or  explicit)  authorization  of  the  author  or  other  owner  of  copy- 
right." As  amended,  the  proposed  language  would  be  equivalent  to  the  exception 
provided  in  17  U.S.C.  §602(aX2). 

We  recommend  that  the  parenthetical  restriction  "(for  distribution)"  be  deleted 
from  the  description  of  the  importation  right  in  1 49(a).  The  aggregate  effect  of  indi- 
vidual acts  of  unauthorized  importation  can  amount  to  a  distribution,  and  harm  the 
copyright  owner  even  though  none  of  the  individual  acts  is  committed  for  the  pur- 
pose of  further  distribution.  Exceptions  to  the  importation  right  can  be  provided 
more  appropriately  in  the  manner  of  TI  49(bXvii)  and  17  U.S.C.  §  602(a). 

It  is  vital  to  the  software  industry  that  the  exclusive  right  of  importation  enable 
the  copyri^t  owner  to  control  parallel  importation  (i.e.,  of  copies  lawfully  made)— 
and  not  merely  the  importation  of  infringing  copies.  For  example,  software  copyright 
owners  may  use  copy-protection  to  reduce  unauthorized  copying  in  countries  where 
piracy  is  a  greater  risK  than  in  other  countries.  Unauthorized  importation  of  non- 
copy-protected  versions  into  those  countries  where  there  is  high  risk  of  piracy  can 
significantly  increase  the  rate  of  piracy.  On  the  other  hand,  unauthorized  importa- 
tion of  copy-protected  versions  into  countries  where  the  copjoight  owner  distributes 
copies  without  such  a  device  disturbs  unsuspecting  users  and  may  harm  the  copy- 
right owner's  "user-friendly"  reputation  in  those  countries. 

In  addition,  features  that  are  included  in  programs  distributed  domestically  must 
sometimes  be  removed  from  export  versions  of  the  same  program  in  order  to  comply 
with  U.S.  export  regulations.  Importation  and  sale  of  these  'defeatured"  export  ver- 
sions in  the  U.S.  would  thwart  consumers'  legitimate  expectations  and  harm  the 
copyright  owner's  reputation. 

Still  another  reason  that  the  software  copyright  owner  must  have  control  over 
parallel  importation  is  that  of  pricing.  Software  developers  introducing  software 
products  into  new  markets,  especially  developing  countries,  may  wish  to  test  the 
maricet  at  a  lower  price  than  they  charge  elsewhere  for  the  product,  lest  pricing  at 
the  level  otherwise  required  provide  additional  incentive  for  piracy.  But  the  devel- 
oper must  be  able  to  prevent  the  parallel  importation  that  brings  those  lower-priced 
copies  back  into  its  existing  market  countries.  Otherwise  it  will  be  in  competition 
with  its  own  copies  and  substantially  undercut  its  existing  market. 

B.  "Digital  Delivery"' 

A  Berne  Protocol  should  clarify  several  issues.  For  example,  it  should  state  that 
rights  under  Berne  and  the  Berne  Protocol  embrace  transmission  or  retrieval  of 
works  in  digital  electronic  form.  The  WIPO  Memorandum  on  the  proposed  New  In- 
strument discusses  the  concept  of  "Digital  Delivery"  of  works,  but  does  not  assimi- 
late that  concept  explicitly  to  any  of  the  exclusive  rights  in  TI56.^  Digital  delivery 
is  an  important  means  of  exploiting  all  works  in  digital  form,  not  merely  sound  re- 
cordings. 

An  exclusive  right  of  digital  delivery  of  works  is  an  inseparable  additional  cor- 
ollary to  existing  rights  under  Berne.  The  possession  of  physical  copies  is  not  trans- 
ferred when  works  in  digital  form  are  transmitted  to  users  or  made  available  for 
users  to  retrieve.  Nor  need  there  be  any  transfer  of  ownership  of  a  copy.  In  many 
instances  the  exploitation  of  a  work  in  this  fashion  will  necessarily  involve  reproduc- 
tion of  the  work — either  a  temporary  copy  in  volatile  memory  or  a  permanent  copy 
on  a  magnetic  medium.  In  sum,  the  work's  presence,  in  practical  effect,  has  been 
multiplied.  Digital  Delivery  may  thus  prejudice  the  copyright  owner's  legitimate  in- 
terests unreasonably  if  conducted  without  the  copyright  owner's  authorization.  In 
the  future,  digital  delivery  may  not  merely  "conflict"  with  the  work's  "normal  exploi- 
tation" but  may  weU  be  the  normal  exploitation  of  many  works. 

Any  Protocol  should  explicitly  recognize  a  copyright  owner's  exclusive  right  to  con- 
trol all  means,  now  known  or  later  developed,  by  which  works  in  digital  electronic 


« 1 49(a).  (bXvi). 

'The  term  "Digital  Delivery"  is  introduced  in  "122  of  the  WIPO  New  Instrument  Memoran- 
dum. As  described  below,  our  concerns  cover  a  broad  range  of  means  by  which  works  in  digital 
form  are  or  will  be  made  available,  and  are  not  confined  to  the  specific  example  in  1  22. 

«See  WIPO  New  Instrument  Memorandum,  11 22,  28(eXii),  56(b). 
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form  reach  users,  regardless  of  whether  the  sender  or  the  recipient  initiates  the 
transfer,  and  regardless  of  whether  the  recipient  stores  the  work  permanently. 

C.  Rental  Right 

We  applaud  the  WIPO  Secretariat's  recognition  of  the  vital  importance  of  an  ex- 
clusive rental  right,*  not  exhausted  by  transferring  ownership  ^°  or  possession  of  a 
copy,  in  order  to  protect  the  copyright  owner's  reproduction  right  in  computer  pro- 
grams and  other  works  in  digital  form.  Since  such  works  can  b«  copied  readily  with 
no  loss  of  quality,  their  unauthorized  rental  often  becomes  an  avenue  for  illicit  copy- 
ing. We  therefore  strongly  favor  the  inclusion  of  an  exclusive  rental  right  under 
']l49(bXi)  and  (iii),  and  oppose  anv  reliance  on  "l49(bXiv),  which  would  permit  coun- 
tries in  some  circumstances  to  substitute  a  mere  right  of  remuneration. 

D.  Public  Lending  Right 

In  addition,  we  favor  including  the  square-bracketed  words  in  "J  49(bXiii)  ("[or  pub- 
lic lending]").  Inclusion  of  those  words  would  ensure  that  when  a  copyright  owner 
transfers  the  ownership  of  a  particular  copy  of  a  computer  program  or  other  work 
in  digital  form,  the  copyright  owner  does  not  exhaust  the  exclusive  right  to  author- 
ize or  prohibit  public  lending  of  the  copy. 

The  effect  of  public  lending  of  works  in  digital  form  does  not  differ  significantly 
from  the  effect  of  rental  of  such  works.  We  urge  the  U.S.  Government  to  support 
this  position.  The  narrow  circumstances  under  U.S.  law  where  unauthorized  public 
lending  of  computer  programs  is  permitted ^^  would  fall  within  the  scope  of 
Tl49(b>(v).  Thus  U.S.  law  need  not  be  changed  to  conform  to  the  square-bracketed 
provisions  in  "l49(bXiii).  We  would  not  object  to  removing  the  brackets  around 
«|l49(bXv)  to  facilitate  U.S.  compliance. 


»149(bXi). 

ioi49(bXiii). 

"  17  U.S.C.  §  109(b). 


BOSTON  PUBLIC  LIBRARY 


3  9999  05983  023  0 


ISBN   0-16-044594-9 


9  780160"445941 


90000 


i 


i 
I 


